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Highlights 


This  report  provides  detailed  data  on  the 
financial  structure  of  448  regional  farmer 
cooperatives  for  their  fiscal  years  ending  in 
1962.  The  associations  had  a  combined  busi- 
ness volume  of  almost  $9.7  billion  for  the 
year.  Membership  consisted  of  approximately 
3.6  million  individual  farmer  members  and 
15,700  association  members,  mostly  local 
cooperatives.  Nearly  3  million  patrons  were 
served  by  the  cooperatives  during  the  year. 

Combined  assets  of  the  448  cooperatives 
amounted  to  almost  $3  billion  at  the  close  of 
the  fiscal  year.  Current  assets  accounted  for 
59  percent  of  this  total,  fixed  assets  for  31 
percent,  and  prepaid  items,  investments  and 
other  miscellaneous  items  accounted  for  the 
remaining  10  percent. 

The  cooperatives  reported  combined  equity 
capital  of  $1.5  billion — 50  percent  of  their 
total  assets.  Current  liabilities  of  the  asso- 
ciations were  equivalent  to  38  percent  of  their 
total  assets,  and  term  liabilities  were  12  per- 
cent of  the  total. 

Net  working  capital  of  the  cooperatives 
amounted  to  approximately  $605  million. 

Equity  Capital.— The  $1.5  billion  equity 
capital  outstanding  at  the  close  of  the  fiscal 
year  was  classified  as  follows: 

Percent 


Preferred  stock 

21.9 

Common  stock 

19.0 

Allocated  book  credits 

23.9 

Unallocated  reserves 

8.1 

Equity  certificates  (without 

maturity  date) 

17.5 

Equity  certificates  (with 

maturity  date) 

8.5 

Other  miscellaneous  equity 

.9 

Membership  certificates 

.2 

Excluding  unallocated  reserves  and  mis- 
cellaneous equity  of  $135  million,  15  percent 
of  the  $1,363  million  combined  "allocated" 
equity  capital  of  the  448  cooperatives  was 
purchased  outright  by  patrons  and  others. 
Nearly  54  percent  was  acquired  through  the 
reinvestment  of  allocated  patronage  refunds, 
and  10  percent  was  acquired  by  per  unit  or 
capital  retains.  The  other  21  percent  was 
acquired  by  a  combination  of  these  three 
methods:  10  percent  by  purchase  and  rein- 
vestment of  patronage  refunds,  10  percent  by 
capital  retains  and  reinvestment  of  patronage 
refunds,  and  the  other  1  percent  by  all  three 
methods. 

Interest  and  dividend  rates  on  equity  capital 
ranged  from  "no  return"  to  8  percent.  Over 
65  percent  of  total  equities  were  noninterest 
bearing,  and  less  than  2  percent  bore  interest 
at  rates  exceeding  6  percent  per  annum. 

Borrowed  Capital. — Maximum  borrowed 
funds  outstanding  during  the  fiscal  year  for  the 
448  cooperatives  combined  amounted  to  over 
$1  billion,  excluding  Commodity  Credit  Cor- 
poration loans  to  tobacco-marketing  coopera- 
tives. Borrowed  funds  unpaid  at  the  close  of 
the  fiscal  year  totaled  over  $619  million.  The 
percentage  of  total  borrowings  outstanding  at 
the  close  of  the  fiscal  year,  by  source,  was 
as  follows: 

Percent 


Banks  for  cooperatives 

59.9 

Individuals: 

20.3 

Debenture  bonds                 7.8 

Certificates  of  indebted- 

ness                                  7.2 

Direct                                   5.3 

Commercial  banks 

10.7 

Other  farmer  cooperatives 

4.6 

Other  sources 

2.9 

Source  not  reported 

1.6 

Total 


100.0 


Total 


100.0 
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Net  Savings. — The  448  cooperatives  reported 
combined  net  savings,  before  income  taxes, 
for  the  year  of  $288.4  million.  These  savings 
were  distributed  as  follows; 


Cash  patronage  refunds 
Allocated  patronage  refunds 
Dividends  and  interest 
Income  taxes 
Unallocated  reserves 


Percent 

44.5 
42.5 

7.4 

3.3 

2.3 

100.0 


Classification  of  the  Cooperatives. — We 
grouped  the  cooperatives  by  major  function 
and  type  of  membership  to  make  the  findings 
more  meaningful.  Of  the  448  associations,  105 
were  classified  as  farm  supply,  251  as  mar- 
keting, 24  as  diversified,  50  as  bargaining, 
and  18  as  promotional  or  service  cooperatives. 
When  grouped  according  to  membership,  225 
were  classified  as  centralized,  162  as  feder- 
ated, and  61  as  mixed-membership  coopera- 
tives. 

Basic  data  for  the  centralized,  federated, 
and  mixed-membership  regional  cooperatives 
for  1962  are  shown  separately  for  each  classi- 
fication in  the  following  tabulations. 


Basic  data  at  close  of  fiscal  year  1962  for  224  centralized  regional  farmer  cooperatives,  gi-ouped  according  to 
major  function,  are  shown  in  the  tabulation  below.  Data  are  not  shown  for  service  associations  because  only  one 
service  association  was  classified  as  centralized. 


Item 

113 

marketing 

(excluding 

tobacco) 

cooperatives 

34 
tobacco- 
marketing 
cooperatives 

22 

farm 

supply 

cooperatives 

12 
diversified 
cooperatives 

43 

bargaining 

cooperatives 

Business  volume  (mil,  dol.) 

2,581 

215 

401 

257 

1,213 

Individual  farmer  members  (thou,) 

785 

1,379 

317 

140 

121 

Patrons  (thou.) 

589 

369 

695 

194 

121 

Assets  (mil.  dol.) 

564 

386 

165 

99 

136 

Net  worth  or  equity  capital  (mil.  dol.) 

314 

14 

110 

62 

65 

Borrowed  funds  outstanding  (mil,  dol.) 

92 

^365 

32 

21 

20 

Net  savings,  before  income  taxes 

(thou,  dol.) 

85,510 

3,927 

10,862 

11,942 

11,058 

Patronage  refunds  for  the  current  year's 

business  (thou,  dol.) 

79,249 

640 

6,253 

9,978 

10,583 

Percentage  of  patronage  refunds  paid  in 

cash 

61 

28 

70 

12 

48 

Federal  and  State  income  taxes  for  the 

year  (thou,  dol.) 

471 

24 

2,057 

73 

17 

Business  volume  per  patron  (dol,) 

4,383 

582 

577 

1,323 

9,988 

Assets  per  member  (dol.) 

718 

280 

522 

703 

1,124 

Net  worth  per  member  (dol.) 

400 

10 

348 

442 

516 

Net  savings,  after  taxes,  per  patron  (dol.) 

144 

11 

13 

61 

91 

Patronage  refund  on  current  year's 

business,  per  patron  (dol.) 

135 

2 

9 

51 

87 

*  Including    $360  million  CCC  loans  to  tobacco  cooperatives. 
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Basic  data  at  close  of  fiscal  year  1962  for  162  federated  regional  farmer  cooperatives,  grouped  according  to 
major  function,  are  given  in  the  following  tabulation. 


77 

59 

6 

5 

15 

Item 

marketing 

farm 

supply 

cooperatives 

diversified 

bargaining 

service 

cooperatives 

cooperatives 

cooperatives 

cooperatives 

Business  volume  (mil.  dol.) 

2,083 

981 

305 

128 

1 

Number  of  association  members 

4,698 

5,972 

323 

77 

199 

Number  of  patrons  (thou.') 

16 

18 

15 

7 

in 

Assets  (mil.  del.) 

509 

508 

121 

2 

3 

Net  worth  or  equity  capital  (mil. 

dol.) 

270 

325 

75 

1 

(2) 

Borrowed  funds  outstanding  (mil. 

dol.) 

143 

102 

32 

(2) 

(2) 

Net  savings,  before  Income  taxes 

(thou,  dol.) 

69,777 

50,228 

4,935 

249 

196 

Patronage  refunds  for  the  current  year's 

business  (thou,  dol.) 

65,372 

40,631 

2,994 

243 

193 

Percentage  of  patronage  refunds 

paid  in 

cash 

70 

30 

9 

0 

21 

Federal  and  State  income  taxes  for  the 

year  (thou,  dol.) 

1,275 

4,240 

376 

3 

2 

^Less  than  500. 

2  Less  than  $500,000. 


Basic  data  at  close  of  fiscal  year  1962  for  57  mixed-membership  regional  farmer  cooperatives,  grouped  accord- 
ing to  major  function,  are  shown  below.  Data  are  not  shown  for  service  or  bargaining  associations  because  only  two 
of  each  group  were  classified  as  mixed-membership  associations. 


27 

24 
farm 

6 

Item 

marketing 

supply 
cooperatives 

diversified 

cooperatives 

cooperatives 

Business  volume  (mil.  dol.) 

914 

321 

275 

Individual  farmer  members  (thou.) 

245 

291 

316 

Association  members 

1,534 

1,949 

497 

Patrons  (thou.) 

217 

249 

324 

Assets  (mil.  dol.) 

201 

193 

106 

Net  worth  or  equity  capital  (mil.  dol.) 

94 

118 

46 

Borrowed  funds  outstanding  (mil.  dol.) 

70 

50 

51 

Net  savings  before  income  taxes  (thou,  dol.) 

■     18,359      ■ 

16,880 

4,409 

Patronage  refunds  for  the  current  year's  business 

(thou,  dol.) 

17,750 

12,499 

^  4,618 

Percentage  of  patronage  refunds  paid  in  cash 

30 

43 

9 

Federal  and  State  income  taxes  for  the  year  (thou. 

dol.) 

72 

770 

50 

1  A  few  associations  paid  patronage  refunds  amounting  to  more  than  total  net  savings,  thus  imparing  surplus  or 
unallocated  reserves. 
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Financial   Structure   of 
Regional   Farmer   Cooperatives 


By  Nelda  Griffin 
Management  Services  Division 

Business  Administration  Branch 


Financial  requirements  of  cooperatives  have 
expanded  tremendously  over  the  years.  Present 
indications  are  that  this  trend  will  continue. 
High  prices  tie  up  large  amounts  of  capital  in 
inventories  of  supplies  and  equipment.  Patrons' 
accounts  receivable  place  additional  pressures 
on  the  capital  structure  of  cooperatives.  Also, 
plant  facilities  and  equipment  tend  to  become 
obsolete  over  the  years,  and  new  construction 
and  expansion  projects  take  a  lot  of  capital.  All 
these  add  up  to  more  and  more  capital  for  fixed 
and  other  assets  as  cooperatives  grow. 

Any  time  the  growth  of  a  cooperative,  in- 
cluding the  range  and  quality  of  its  services, 
is  hindered  by  lack  of  capital  or  credit,  a 
financing  problem  exists.  The  problem  is  pri- 
marily that  of  obtaining  adequate  amounts  of 
equity  capital  from  member  patrons.  This  is  a 
matter  of  particular  importance  since  a  suf- 
ficient base  of  equity  capital  is  essential  if 
cooperatives  are  to  obtain  loan  funds  at  reason- 
able rates.  Some  cooperatives  have  had  dif- 


ficulty borrowing  needed  funds  because  finan- 
cial participation  by  their  memberships  was 
considered  inadequate  by  lending  institutions. 
In  order  to  borrow,  cooperatives  should  main- 
tain a  balanced  capital  structure,  that  is, 
farmer  members  who  operate  and  control  co- 
operatives should  be  willing  to  provide  a  sub- 
stantial portion  of  the  equity  capital  needed. 
The  amount  may  vary  from  around  40  to  60 
percent,  depending  on  the  circumstances. 

If  cooperatives  are  to  be  in  position  to  fur- 
nish maximum  service  to  members,  then 
members  must  be  made  aware  of  their  basic 
responsibility — furnishing  needed  capital. 
Farmer  cooperatives  are  not  organized  to  make 
a  profit.  Their  purpose  is  basically  that  of 
rendering  services  to  member  patrons  that  will 
help  them  make  their  own  individual  farming 
operations  more  profitable. 

Cooperatives  use  various  methods  of  obtain- 
ing equity  capital.  The  methods  used  by  448 
regional  marketing,  farm  supply,  and  related 
service  cooperatives,  along  with  an  analysis 
of  each  method,   are  discussed  in  this  report. 

Sources  and  amounts  of  borrowed  capital, 
and  distribution  of  net  margins  and  savings 
made  by  the  cooperatives  for  fiscal  years  end- 
ing in  1962  are  also  analyzed. 


Purpose  and  Scope  of  Study 


The  purpose  of  this  study  is  to  provide  basic 
information  on  the  financial  structure  of  farmer 
cooperatives.  The  published  results  will  help 
reduce  misunderstandings  concerning  use  of 
capital  by  cooperatives. 

This  study  covers  all  marketing,  farm  supply, 
and  related  service  cooperatives  in  the  United 


States.  Farmers'  mutual  telephone,  irrigation, 
and  fire  insurance  companies,  artificial  breed- 
ing cooperatives,  dairy  herd  improvement 
organizations,  rural  electric  cooperatives,  and 
credit  associations  are  not  included. 

This  is  the  second  report  on  the  financial 
structure    of   farmer   cooperatives    resulting 


from  the  study.  A  detailed  report  on  105 
regional  farm  supply  cooperatives,  which  are 
included  in  the  448  cooperatives  covered  in  this 
report,  was  published  in  July  1965.-'- 

A  similar  study  of  financing  methods  used 
by  farmer  cooperatives,  based  on  1954  data, 
was  made  by  the  Farmer  Cooperative  Service 
(FCS)  several  years  ago.^  Reports  resulting 
from  the  earlier  study  have  been  used  ex- 
tensively by  cooperatives.  Government  agen- 
cies, legislative  bodies,  and  research  agencies. 
The  National  Council  of  Farmer  Cooperatives, 
the  American  Institute  of  Cooperation,  the 
Cooperative  League  of  the  U.S.A.,  the  Cooper- 
ative Farm  Credit  system,  various  farmer 
cooperatives,  and  other  organizations  inter- 
ested in  the  welfare  of  farmers  and  their 
organizations  requested  that  the  earlier  study 
be  expanded  and  brought  up  to  date. 


Classification  of  Cooperatives 


While  no  two  farmer  cooperatives  are  ex- 
actly alike,  they  do  have  many  characteristics 
in  common  and  some  similar  features  in  their 
organizational  and  financial  structure. 

The  major  difference  between  the  types  of 
cooperatives  covered  in  this  study  is  due  to  the 
predominance  of  their  major  function.  Some 
are  engaged  chiefly  in  farm  supply  ac- 
tivities; others  are  engaged  mainly  in  mar- 
keting, bargaining,  or  service  activities. 
Cooperatives  can  no  longer  be  divided  into 
distinct  groups,  however,  as  more  and  more 
of  them  expand  their  services  and  activities 
each  year.  Almost  two-thirds  of  all  farmer 
cooperatives  now  primarily  engaged  in  market- 
ing also  handle  production  supplies  and  per- 
form various  services,  such  as  storage,  dry- 
ing, and  trucking,  for  their  patrons.  Similarly, 


Griffine,  Nelda.  Financial  Structure  of  Regional 
Farm  Supply  Cooperatives.  Farmer  Cooperative  Serv.„ 
UoS.  Dept.  Agr„  Gen.  Rpt,  124,  July  1965. 

2Hulbert5  Helim  H.,  Griffin,  Nelda,  and  Gardner, 
Kelsey  B,  Methods  of  Financing  Farmer  Cooperatives, 
Farmer  Cooperative  Serv„  U.S.  Dept,  Agr„  Gen.  Rpt, 
32,  June  1957. 


more  than  one -fourth  of  all  predominantly  farm 
supply  cooperatives  now  perform  some 
marketing  functions  for  their  patrons.-^  This 
trend  to  diversification  is  even  more  marked 
among  the  larger  associations. 

Because  of  the  large  number  of  cooperatives 
engaged  in  both  marketing  and  farm  supply 
activities,  and  because  in  many  instances  the 
predominant  activity  accounts  for  little  more 
than  half  the  total  dollar  volume  of  business 
each  year,  we  are  reporting  separately  for  an 
additional  group  or  classification  of  coopera- 
tives in  this  study.  This  group  includes  asso- 
ciations involved  substantially  in  both  market- 
ing and  supply  activities.  We  grouped  the 
cooperatives,  on  the  basis  of  their  total  busi- 
ness activity,  as  follows: 

Farm  supply;  An  association  with  supply 
business  accounting  for  three-fourths  or  more 
of  total  dollar  volume. 

Marketing;  An  association  with  marketing 
of  farm  products  accounting  for  three-fourths 
or  more  of  total  dollar  volume. 

Marketing/farm  supply;  A  diversified  asso- 
ciation engaged  in  both  marketing  and  supply 
activities  with  each  substantial  enough  that  the 
other  does  not  account  for  three-fourths  of  the 
total  dollar  volume. 

Bargaining;  An  association  engaged  pri- 
marily in  bargaining  for  price  of  farm  prod- 
ucts. Many  of  these  associations  also  actually 
market  some  farm  products  for  their  mem- 
bers. 

Service;  An  association  engaged  primarily 
in  providing  seirvices  to  members,  such  as 
storage,  drying,  trucking,  or  promotional  and 
educational  services.  Marketing  and  farm 
supply  business  of  service  cooperatives  is 
generally  insignificant. 

We  also  classified  the  cooperatives  in  each 
of  the  above  groups  as  "local  or  regional," 
since    membership,    size,    and  organizational 


Gessner,  Anne  L.  Statistics  of  Farmer  Coopera- 
tives, 1961-62,  Farmer  Cooperative  Serv.,  U.S.  Dept. 
Agr.,  Gen.  Rpt.  119,  p.  12,  April  1964, 


structure  are  significant  factors  in  financial 
structure  and  capital  and  credit  resources. 

This  report  covers  only  the  regional  co- 
operatives. A  similar  report,  or  reports, 
covering  the  local  associations  will  be  pre- 
pared. 

A  later  report,  or  reports,  will  also  provide 
data  for  marketing  cooperatives  on  a  com- 
modity basis.  Only  the  tobacco  marketing 
cooperatives  are  shown  separately  in  this 
report.  Separate  data  are  shown  for  these 
tobacco  cooperatives  because  their  financial 
structure  and  financing  methods  are  essentially 
different  from  those  of  other  marketing  co- 
operatives. This  is  because  many  of  them 
operate  under  a  loan  agreement  with  the  Com- 
modity Credit  Corporation  in  connection  with 
the  tobacco  price-support  loan  program. 

A  final  report  summarizing  information  on 
all  the  local  and  regional  associations  is  also 
planned.  This  report  will  include  data  by  States. 
Such  data  are  not  included  in  this  report  to 
avoid  identification  of  data  from  some  individ- 
ual associations.  However,  the  12  farm  credit 
districts  were  used  as  a  geographic  classifica- 
tion in  this  report  because  the  cooperatives  use 
the  12  banks  for  cooperatives  as  their  major 
source  of  borrowed  capital. 

In  the  final  report,  financial  data  collected 
for  fiscal  year  1954,  and  reported  in  FCS 
General  Report  32,  also  will  be  compared  with 
results  of  this  study.  A  comparison  of  data  by 
specific  groups  of  cooperatives  is  not  feasible 
because  of  the  significant  change  in  classifica- 
tion of  the  cooperatives  for  the  two  studies. 


Mail  Questionnaire  Used 

All  the  figures  and  computations  included  in 
the  study  are  based  on  the  results  of  a  nation- 
wide survey.  We  used  a  detailed  questionnaire 
in  collecting  the  data.  It  was  mailed  late  in 
1962  to  over  8,000  cooperatives — all  of  those 
listed  with  the  Farmer  Cooperative  Seirvice.  A 
copy  of  the  questionnaire  appears  on  pages  48 
through    51    in  the  appendix  of  this  report.  We 


also  requested  each  cooperative  to  furnish  us 
with  a  copy  of  its  balance  sheet  and  operating 
statement  for  the  fiscal  year  for  which  it  was 
reporting.  Approximately  three-fourths  of  the 
cooperatives  surveyed  responded  to  the  mail 
questionnaire. 

Material  furnished  by  the  associations  is 
being  supplemented,  whenever  possible, 
through  analysis  of  material  maintained  in  the 
History  and  Statistics  Branch  and  other 
branches  of  FCS.  As  a  result,  basic  financial 
data  will  be  obtained  for  all  but  a  very  small 
percentage  of  the  farmer  marketing,  supply, 
and  related  service  cooperatives  in  the  United 
States. 

Because  of  the  many  variations  in  accounting 
and  auditing  practices  and  terminology,  data 
reported  by  many  associations  had  to  be  ad- 
justed to  arrive  at  comparable  and  meaningful 
group  totals.  Definitions  of  accounting  and 
capital  terms,  as  used  in  this  study,  are  in- 
cluded on  pages  52  through  55  in  the  appen- 
dix of  this  report. 


Scope  of   Report 


This  report  covers  all  448  associations 
listed  with  FCS  which  we  classified  as  regional 
farmer  cooperatives. 

The  data  presented  are  primarily  for  fiscal 
years  ending  in  1962.  However,  a  few  of  the 
associations  reported  for  years  ending  during 
1961  or  1963.  The  data  shows  the  financial 
structure  of  the  cooperatives  as  a  group  and 
as  separate  groups.  But,  regardless  of  how  they 
are  grouped,  the  cooperatives  are  not  entirely 
homogeneous.  Even  those  comparable  as  to 
overall  volume  and  with  similar  proportions  of 
marketing  and  supply  business  may  vary 
greatly  in  the  composition  of  their  business 
volume,  and  thus  have  different  financial  prob- 
lems. 

There  is  no  such  thing  as  an  ideal  method  of 
financing  for  all  regional  cooperatives.  Each 
individual   cooperative    must  be    analyzed   to 


determine  the  best  method  of  financing  for  that 
particular  cooperative  under  the  particular 
circumstances  involved. 

The  following  outline  shows  how  the  infor- 
mation on  the  448  associations  covered  in  this 
report  was  tabulated  and  analyzed. 

I.   Major  function 

A.  Providing  farm  supplies — (105  cooper- 
atives). Cooperatives  in  this  group 
handle  all  types  of  farm  production 
supplies,  such  as  farm  chemicals, 
machinery  and  equipment,  feed,  ferti- 
lizer, petroleum  products,  seed,  build- 
ing materials,  and  containers  and  pack- 
aging supplies. 

B.  Marketing  farm  products — (251  co- 
operatives). The  number  of  associa- 
tions in  each  major  commodity  group 
was  as  follows: 

Cotton  and  cottonseed  oil 30 

Dairy  and  dairy  products 53 

Dry  beans  and  peas  4 

Fruits  27 

Fruits  and  vegetables 2 

Potatoes 3 

Grain 22 

Livestock 34 

Nuts  6 

Poultry  and  eggs  8 

Rice  6 

Sugar  and  sugar  products  3 


Tobacco 34 

Wool 15 

Soybean  processing  4 

C.  Marketing  farm  products  and  providing 
farm  supplies — (24  cooperatives).  The 
number  of  these  highly  diversified 
associations,  identified  by  ma- 
jor farm  products  handled,  was  as 
follows: 

Grain,  soybeans,  and  farm  sup- 
plies      9 

Poultry,  eggs,  and  farm  sup- 
plies      9 

Fruits,  vegetables,  and  farm 

supplies 3 

The  other  three  associations  were  too 
highly  diversified  to  be  classified  by 
the  products  they  handle. 

D.  Bargaining  for  price  for  farm  prod- 
ucts— (50  associations). 

The  number  of  primarily  bargaining 
associations,  by  major  commodity 
groups,  was  as  follows: 

Dairy 36 

Fruits  and  vegetables 4 

Sugarbeets  10 

E.  Providing  services — (18  cooperatives). 
Ten  of  the  associations  provided  trans- 
portation services.  The  other  eight 
were  basically  educational  and  pro- 
motional organizations. 


II.   Membership 

A.  Centralized — 225  cooperatives 

B.  Federated — 162  cooperatives 

C„  Mixed-membership — 61    cooperatives 

III.    Geographic  location  of  cooperative 

The  main  offices  of  the  448  associ- 
ations were  located  in  44  different 
States.  Farmers  in  practically  every 
State  were  served  by  them,  how- 
ever, because  many  of  these  regional 
cooperatives  actually  operated  in  sev- 
eral States. 


The  number  of  associations  with  head- 
quarters in  each  farm  credit  district 
follows: 


District 

Number  of  Associations 

Baltimore 

27 

Berkeley 

55 

Columbia 

29 

Houston 

25 

Louisville 

50 

New  Orleans 

19 

Omaha 

44 

St.  Louis 

42 

St.  Paul 

78 

Spokane 

33 

Springfield 

27 

Wichita 

19 

See  Appendix,  figure  6,  for  the  States 
located  in  each  farm  credit  district. 


Volume  of  Business  Data 


The  448  regional  cooperatives  studied  re- 
ported a  combined  annual  business  volume 
of  $9.7  billion.  This  means  that  volume  of 
business  per  regional  association  averaged 
nearly  $22  million  for  1962. 

The  225  centralized  cooperatives  reported 
a  combined  business  volume  of  $4.7  billion, 
or  an  average  of  $21  million  per  association. 
The  162  federated  associations  had  a  total 
volume  of  business  amounting  to  $3.5  billion, 
or  an  average  volume  per  association  of 
almost  $22  million.  The  combined  business 
volume  of  the  61  mixed-membership  asso- 
ciations totaled  $1.5  billion,  with  an  average 
volume  of  $25  million  per  association. 

However,  the  simple  averages  referred  to 
in  the  preceding  paragraphs  were  increased 
substantially  by  the  relatively  large  volumes 
reported    by    a    few   of   the   associations.    A 


frequency  distribution  of  the  size  of  business 
of  the  448  cooperatives,  shown  in  table  1, 
substantiates  this. 

Table  1  shows  that  nearly  19  percent  of 
the  448  regional  cooperatives  had  a  business 
volume  of  less  than  $1  million  in  1962.  And, 
almost  three-fourths  of  the  group  had  a 
business  volume  amounting  to  less  than  $20 
million.  Only  30  of  the  associations,  less 
than  7  percent  of  the  total  group,  reported 
a  business  volume  amounting  to  $75  million 
or  over. 

The  volume  of  business  of  the  coopera- 
tives in  each  farm  credit  district  is  shown 
in  table  2.  Excluding  the  volume  of  the  34 
tobacco-marketing  cooperatives,  percentage 
of  total  volume  ranged  from  a  high  of  over 
18  percent  in  the  St.  Paul  district  to  a  low 
of  just  over  4  percent  in  the  Baltimore 
district. 


Table  U — Number  of  regional  farmer  cooperatives,  grouped  by  major  function  and  membership  classification,  and 
percentage  of  associations  in  each  category  with  business  of  a  specified  volume  in  1962 


Percent 

age  of  associations  with  1962  volume  of  business  amounting  to — 

Classification 

Associa- 

of 
associations 

tions 

Less  than 

SI  -$3.9 

S4  -S10.9 

$11  -$19.9 

$20-374,9 

$75  million 

$1  million 

million 

million 

million 

million 

and  over 

Ml  ITTlhpT' 

_  ^  _  _  ^  _  ^  p>pT~/^ont- 

All  regionals 

INLIiliJJd. 

448 

18.8 

18.5 

18,1 

16.5 

21.4 

6.7 

Centralized 

225 

14.6 

20.0 

19.6 

18.2 

21.8 

5.8 

Federated 

162 

25.3 

15.4 

16.7 

13.0 

22.8 

6.8 

Mixed-membership 

61 

16.4 

21.3 

16.4 

19.7 

16,4 

9.8 

Farm  supply 

105 

34.2 

24.8 

10.5 

10.5 

15.3 

4.7 

Centralized 

22 

45.4 

31.7 

9.1 

-- 

4.6 

9.2 

Federated 

59 

33.9 

21.9 

10.2 

10.2 

20.4 

3.4 

Mixed-membership 

24 

25.0 

25.0 

12.5 

20.8 

12.5 

4,2 

Marketing  ^ 

217 

8.8 

16.6 

21.2 

19.8 

25.3 

8.3 

Centralized 

113 

10.6 

16.8 

19.5 

23.9 

23.0 

6,2 

Federated 

77 

7.8     • 

15.6 

24.7 

11.7 

31,1 

9.1 

Mixed-membership 

27 

3.7 

18.5 

18.5 

26.0 

18.5 

14.8 

Marketing  (tobacco)  2 

34 

29.4 

44.2 

14.7 

5.9 

2.9 

2,9 

Diversified 

24 

_^ 

16.7 

29.1 

16.7 

25.0 

12.5 

Centralized 

12 

— 

25.0 

33.3 

8.4 

33.3 

— 

Federated 

6 

— 

— 

16.7 

50.0 

— 

33.3 

Mixed-membership 

6 

~ 

16.7 

33.3 

~ 

33.3 

16.7 

Bargaining 

50 

2,0 

4.0 

24.0 

28.0 

36.0 

6.0 

Centralized 

43 

— 

2.3 

25.6 

25.6 

39.5 

7.0 

Federated 

5 

— 

— 

20.0 

60.0 

20.0 

-- 

Mixed-membership 

2 

50.0 

50.0 

~ 

~ 

~ 

~ 

Service 

18 

100.0 

^_ 









Centralized 

1 

100.0 

— 

— 

— 

— 

Federated 

15 

100.0 

-- 

— 

— 

— 

— 

Mixed-membership 

2 

100.0 

— 

— 

— 

— 

— 

^Excluding  34  tobacco-marketing  associations  shown  separately. 
^All  classified  as  centralized  associations. 


Table    2, — Volume    of  business  reported  by  414  regional  farmer  cooperatives,  by  farm 

credit  districts,  fiscal  year  1962^ 


^  Excluding  34  tobacco-marketing  cooperatives. 


Farmer 

cooperatives 

Volume  of  business 

Farm  credit 

Number 

Number  as 

Amount 

Amount  as 

district 

in 

percentage  of 

done  in 

percentage 

each 

total  number 

each 

of  amount 

district 

in  all  districts 

district 

done  in  all  districts 

K4illion 

No. 

Percent 

dollars 

Percent 

Springfield 

26 

6.3 

1,009 

10.7 

Baltimore 

18 

4.3 

410 

4.3 

Columbia 

23 

5.6 

448 

4.7 

Louisville 

34 

8.2 

925 

9.8 

New  Orleans 

19 

4.6 

281 

3.0 

St.  Louis 

42 

10,1 

1,297 

13.7 

St,  Paul 

76 

18.4 

1,672 

17,7 

Omaha 

44 

10.6 

673 

7,1 

Wichita 

19 

4.6 

390 

4.1 

Houston 

25 

6.0 

350 

3.7 

Berkeley 

55 

13.3 

1,590 

16.8 

Spokane 

33 

8.0 

421 

4.4 

U.S.  total 

414 

100.0 

9,466 

100.0 

Membership  Data 


The  448  regional  cooperatives  reported 
3.6  million  individual  farmer  members  and 
15,772  association  members  in  1962.  These 
membership  figures  include  some  double 
counting,  however,  because  farmers  fre- 
quently are  members  of  more  than  one  coop- 
erative for  different  aspects  of  their  off-farm 
business. 

When  the  cooperatives  are  classified  into 
three  membership  groups — federated  (only 
associations  as  members),  centralized  (only 
individual  farmers  as  members),  and  mixed 
membership  (both  individual  farmers  and 
associations  as  members),  the  membership 
figures  become  more  meaningful. 

The  225  centralized  associations  had  2.7 
million   individual  farmer  members;  the  162 


federated  associations  had  11,269  associa- 
tion members;  and  the  61  mixed-membership 
associations  had  865,965  individual  farmer 
members  and  4,503  association  members. 

Information  was  also  requested  on  number 
of  patrons  served  during  the  fiscal  year 
covered  because  many  cooperatives  do  some 
nonmember  business.  The  centralized  coop- 
eratives served  nearly  2  million  patrons 
during  the  year,  mostly  individual  farmers. 
The  federated  associations  served  56,400 
patrons;  and  the  mixed-membership  asso- 
ciations served  816,350  patrons,  including 
both  individual  farmers  and  associations. 
These  figures  on  number  of  patrons  also 
include  some  duplication,  since  many  farmers 
patronize  more  than  one  association. 


Balance  Sheet  Data 


The  financial  structure  of  regional  farmer 
cooperatives,  as  shown  by  balance  sheet  data 
for  their  fiscal  years  ending  in  1962,  is 
presented  in  figure  1. 

The  balance  sheet  is  a  basic  record  of 
business  organizations  that  shows  financial 
condition  at  a  particular  date. 

Assets  of  the  448  cooperatives  at  the  close 
of  the  fiscal  year  totaled  nearly  $3  billion. 
A  frequency  distribution  of  the  regional  coop- 
eratives, by  size  of  assets  at  the  close  of 
their  1962  fiscal  years,  is  shown  in  table  3. 
Forty  percent  of  the  448  associations  had 
assets  of  less  than  $1  million.  Over  84 
percent  had  assets  amounting  to  less  than 
$10  million,  and  less  than  6  percent  had 
assets  of  $25  million  or  more. 


The  34  tobacco-marketing  cooperatives  had 
a  particularly  unique  financial  structure. 
Thus,  they  are  excluded  from  the  following 
discussion.  The  other  414  regional  associa- 
tions had  combined  assets  of  $2.6  billion  at 
the  close  of  fiscal  year  1962.  Current  assets 
accounted  for  53  percent  of  the  $2.6  billion 
total  assets.  Fixed  assets  (reported  at  cost 
less  depreciation)  accounted  for  36  percent 
of  the  total;  investments  and  other  miscel- 
laneous capital  accounted  for  the  other  11 
percent. 

Combined  net  worth  or  equity  capital  of 
the  414  associations  at  the  close  of  the  fiscal 
year  amounted  to  $1,484  million.  This  repre- 
sented approximately  57  percent  of  total  as- 
sets of  the  cooperatives.  Current  liabilities 
totaled   $775   million,    or  30  percent  of  total 


Figure  1 

FINANCIAL  STRUCTURE  OF  414  REGIONAL  FARMER  COOPERATIVES 
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Table  3„ — Frequency  distribution  of  448  regional  farmer  cooperatives,  by  size  of  assets  at  close  of  fiscal  year  1962 


Classification 

Associa- 
tions 

Percentage  of  associations  with  assets  at  close 

of  fiscal  year 

1962  of— 

of 

associations 

Less  than 
$100,000 

$100,000- 
$999,999 

SI  -$3.9 
million 

$4  -$9,9 
million 

$10  -  $24,9 
million 

$25  million 
and  over 

Number 

Percent 

All  regionals 
Centralized 
Federated 
Mixed-membership 

448 

225 

162 

61 

14,3 

12.0 

19.7 

8.2 

26.1 
30.2 
22.8 
19.7 

28,8 
28.9 
25.3 
37.7 

15,0 
16.0 
14.8 
11.5 

10.3 

8.9 

10.6 

14.7 

5.5 
4.0 
6.8 
8.2 

Farm  supply 
Centralized 
Federated 
Mixed-membership 

105 
22 
59 
24 

14.3 
9.1 

16.9 
12.5 

35.3 
50.0 
35.6 
20.8 

20.0 
27.3 
15.3 
25.0 

11,4 

15.3 
12.5 

10.5 
4.5 
6.8 

25.0 

8.5 

9.1 

10.1 

4.2 

Marketing^ 
Centralized 
Federated 
Mixed-membership 

217 
113 

77 
27 

9.2 
12.4 

7.8 

23.0 
27.5 
18.2 
18.5 

33.2 
28.3 
33.7 
51.9 

18.0 
17.7 
19.5 
14.8 

12.4 

10.6 

16.9 

7.4 

4.2 
3.5 
3.9 
7.4 

Marketing  (tobacco)  ^ 

34 

2.9 

50.0 

23.6 

14.7 

2.9 

5,9 

Diversified 
Centralized 
Federated 
Mixed-membership 

24 

12 

6 

6 

--"' 

8.3 
16.7 

45.9 
33.3 
66.7 
50.0 

12.5 
25.0 

12.5 
16.7 

16.7 

20.8 

8,3 

33.3 

33.3 

Bargaining 
Centralized 
Federated 
Mixed-membership 

50 

43 

5 

2 

26.0 
23.2 
40.0 
50.0 

18.0 
14.0 
40.0 
50.0 

32.0 
34,9 
20.0 

16.0 
18.6 

8.0 
9.3 

~ 

Service 

Centralized 

Federated 

Mixed-membership 

18 
1 

15 
2 

83.3 

93.3 
50.0 

11.1 

100.0 

50.0 

5.6 
6.7 

~ 

~ 

— 

^  Excluding  34  tobacco-marketing  associations  shown  separately. 
^  Ail  classified  as  centralized  associations. 


assets,  and  term  liabilities  of  $350  million 
accounted  for  the  remaining  13  percent  of 
total  assets. 


Financial  Structure  by  Major  Function 
of    Cooperatives 


Net  working  capital  of  the  414  coopera- 
tives (current  assets  less  current  liabilities) 
amounted  to  $598  million.  The  ratio  of  cur- 
rent assets  to  current  liabilities  was  1.77 
to  1. 


Combined  balance  sheet  data  for  the  448 
regional  associations  (grouped  according 
to  major  functions)  at  the  close  of  their 
1962  fiscal  years  are  shown  in  tables  4 
and  5. 


The  following  tabulation  shows  the  per- 
centage of  total  assets  and  equity  capital 
owned  by  each  of  the  six  functional  group- 
ings of  the  448  associations. 


In  1962,  the  financial  positionof  the  105  farm 
supply  cooperatives,  as  a  group,  was  consid- 
erably different  from  that  of  the  marketing 
associations,  as  shown  by  the  preceding  data. 


Classification 
of 

Number 
of 

Number  as 
percentage 

Percentage  of 
total  assets 

Percentage  of 
($1.5  billion) 

associations 

associations 

of  total 
associations 

(S3  billion) 
owned 

total  net  worth 
owned 

Marketing  (excluding 

tobacco) 

217 

48.4 

42.5 

45.2 

Marketing  (tobacco) 

34 

7.6 

12.9 

1.0 

Farm  supply 

105 

23.4 

29.0 

36.9 

Diversified 

24 

5.4 

10.9 

12.2 

Bargaining 

50 

11.2 

4.6 

4.5 

Service 

18 

4.0 

.1 

.2 

Total 

448 

100.0 

100.0 

100.0 

Because  of  relatively  large  CCC  loans 
(and  proportionally  large  tobacco  inventories), 
liabilities  of  the  34  tobacco-marketing  coop- 
eratives account  for  over  96  percent  of  their 
total  assets.  This  means  that  members' 
equities  in  the  tobacco-marketing  coopera- 
tives amounted  to  only  $14  million,  or  less 
than  4  percent  of  their  combined  assets. 

The  217  marketing  cooperatives,  excluding 
the  tobacco  group,  had  combined  assets  of 
$1,274  million  at  the  close  of  the  fiscal 
year.  Member  capital  accounted  for  53  per- 
cent of  this  total.  Current  liabilities  of  $467 
million  and  term  liabilities  of  $130  million 
accounted  for  37  and  10  percent,  respec- 
tively, of  total  assets. 

Fixed  assets  of  the  217  marketing  coop- 
eratives amounted  to  34  percent  of  total 
assets.  Current  assets  totaled  over  $731 
million,  or  57  percent  of  total  assets. 

The  working  capital  ratio  of  the  217  mar- 
keting regionals  was  1.57  to  1. 


The  105  farm  supply  cooperatives  had  a 
working  capital  ratio  of  2.25  to  1,  and  net 
worth  or  equity  capital  amounted  to  approxi- 
mately 64  percent  of  total  assets  of  $867 
million. 

Member  investments  in  the  24  diversified 
cooperatives  amounted  to  56  percent  of  their 
total  assets  of  about  $326  million.  This  group 
of  associations  had  a  working  capital  ratio 
of  2.24  to  1. 

The  50  cooperatives  involved  primarily  in 
bargaining  for  price  had  a  working  capital 
ratio  of  1.39  to  1.  Equity  capital  of  this 
group  amounted  to  almost  49  percent  of  their 
total  assets  of  $139  million. 

Equity  capital  of  the  small  group  of  serv- 
ice cooperatives  (18)  amounted  to  69  percent 
of  their  combined  assets  of  about  $4  million. 
This  group  of  associations  had  a  working 
capital  ratio  of  1.77  to  1. 
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Table    4. — Balance    sheet    data   for   448    regional    farmer  cooperatives,  classified  by  major  function  and  type  of 

membership,  at  close  of  fiscal  year  1962 


Classification 

Associa- 
tions 

Total 
assets 

Percentage  of  total 

assets  represented  by — 

of 
associations 

Current 
assets 

Fixed 
assets 

Other 
assets 

Current 
liabilities 

Term 
liabilities 

Net 
worth 

Number 

1,000 
dol 

—  —  —  —  «__«_    Oc*vr»c»nt                                 _ 

Ooi-^onr 

Farm  supply 
Centralized 
Federated 
Mixed-membership 

105 
22 
59 
24 

867,381 
165,480 
508,420 
193,481 

45,4 
55.8 
42.3 
44.6 

39.4 
34.1 
41.9 
37.6 

15.2 
10.1 
15.8 
17.8 

20.2 
22,9 
19.3 
20,0 

16,0 
10.5 
16.7 
19.2 

63.8 
66.6 
64.0 
60.8 

Marketing  i 
Centralized 
Federated 
Mixed-membership 

217 

113 

77 

27 

1,273,533 
563,655 
509,126 
200,752 

57.4 
58.2 
55.8 
59.6 

34.3 
32.9 
36.0 
33.8 

8.3 
8.9 
8.2 
6.6 

36.7 
37.7 
35.8 
36.1 

10.2 

6.7 

11.2 

17.3 

53.1 
55.6 
53.0 
46.6 

Marketing  (tobacco)  ^ 

34 

386,299 

97.7 

1.9 

.4 

96.1 

.2 

3.7 

Diversified 
Centralized 
Federated 
Mixed-membership 

24 
12 

6 
6 

325,506 

98,551 

120,592 

106,363 

•51.0 
51.7 
49.5 
52,0 

33.8 
40.9 
30.6 
30.9 

15.2 

7.4 

19.9 

17.1 

22.7 
21.0 
19.3 
28.3 

20.9 
16.2 
18.2 
28.3 

56,4 
62,8 
62,5 
43.4 

Bargaining 
Centralized 
Federated 
Mixed-membership 

50 

43 

5 

2 

138,831 

135,676 

2,165 

990 

58.4 
58.6 
54.7 
51.6 

30.1 
30.2 
16.8 
45.9 

11.5 

11.2 

28.5 

2,5 

42.2 
42.6 
32.2 
11.6 

9.2 
9.3 

7.5 

48.6 
48.1 
60.3 
88.4 

Service 

Centralized 

Federated 

Mixed-membership 

18 
1 

15 
2 

3,919 

115 

2,849 

955 

43.1 

100.0 

23.0 

96.3 

5.0 

6.3 
1.9 

51,9 

70.7 
1.8 

19.9 

.2 

6.4 

62.6 

11.1 
15,2 

69.0 
99.8 
78.4 
37.4 

^Excluding  34  tobacco-marketing  associations  shown  separately. 
^AU  classified  as  centralized  associations. 


Financial  Structure  by  Membership 
Classification  of  Cooperatives 


Combined  balance  sheet  data  for  the  448 
associations  (grouped  according  to  their 
naajor  functions  and  membership  classifi- 
cation) at  the  close  of  their  1962  fiscal  years 
are  shown  in  table  4. 


Centralized   Cooperatives 


The  191  centralized  associations  had  com- 
bined assets  of  $963.5  million  at  the  close 
of  fiscal  year  1962  (excluding  the  34  central- 
ized tobacco-marketing  associations).  This 
means  average  assets  per  association 
amounted  to  $5  million.  Over  71  percent  of 
the    centralized   associations    had   assets 
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amounting  to  less  than  $4  million  each,  how- 
ever, and  42  percent  had  assets  of  less 
than  $1  million  each.  Only  9  associations, 
or  4  percent  of  the  centralized  group,  had 
assets  of  $25  million  or  more. 

Over  57  percent  of  the  total  assets  of 
the  191  centralized  cooperatives  were  classi- 
fied as  short-term  or  current  assets,  34 
percent  were  fixed  or  long-term  assets,  and 
the  other  9  percent  represented  investments 
and  other  miscellaneous  capital  owned  by 
the  associations. 

The  191  centralized  cooperatives  reported 
total  net  worth  or  equity  capital  of  $551.3 
million,  which  was  equivalent  to  57  percent 
of  their  total  assets.  Their  term  liabilities 
amounted  to  over  9  percent  of  total  assets, 
and  current  liabilities  accounted  for  the  re- 
maining 34  percent. 

Working '  capital  of  the  191  centralized  co- 
operatives was  $222  million,  and  the  working 
capital  ratio  was  1.68  to  1. 


Federated   Cooperatives 

Assets  of  the  162  federated  cooperatives 
at  the  close  of  the  fiscal  year  totaled  $1,143 
million.  This  amounted  to  average  assets 
of  $7  million  per  association.  However,  over 
two-thirds  of  the  federated  associations  had 
assets  of  less  than  $4  million  each,  and 
nearly  43  percent  of  them  had  assets  of 
less  than  $1  million  each.  Only  11  associ- 
ations, or  6.8  percent  of  the  federated  group, 
reported  assets  of  $25  million  or  more. 

Approximately  49  percent  of  the  combined 
assets  of  the  162  federated  cooperatives  were 
classified  as  current  assets.  An  additional 
38  percent  were  fixed  or  long-term  assets. 
Investments  and  other  miscellaneous  capital 
accounted  for  the  other  13  percent  of  total 
assets. 


Combined  equity  capital  of  the  federated 
cooperatives  amounted  to  $674  million,  or 
59  percent  of  their  total  assets.  Current 
liabilities  amounted  to  27  percent  of  total 
assets,  and  term  liabilities  accounted  for 
the  other  14  percent. 

Combined  working  capital  of  the  162  fed- 
erated cooperatives  amounted  to  $256  million, 
and  the  working  capital  ratio  was  1.84  to  1. 


Mixed-Membership  Cooperatives 


The  61  mixed-membership  associations 
had  combined  assets  of  $503  million  at  the 
close  of  the  fiscal  year.  Average  assets  per 
association  amounted  to  $8.2  million.  How- 
ever, approximately  two-thirds  of  the  asso- 
ciations had  assets  of  less  than  $4  million 
each,  and  30  percent  had  less  than  $1  million 
each.  Five  associations,  or  8  percent  of  the 
61  included  in  this  classification,  reported 
assets  exceeding  $25  million. 

Current  assets  accounted  for  52  percent 
of  the  total  assets  reported  by  the  61  mixed- 
membership  cooperatives.  An  additional  35 
percent  of  the  total  represented  long-term 
or  fixed  assets.  Investments  and  other  mis- 
cellaneous assets  accounted  for  the  remaining 
13  percent  of  total  assets. 

Equity  capital  of  the  61  mixed-membership 
cooperatives  amounted  to  approximately  $259 
million,  or  almost  52  percent  of  their  total 
assets.  Current  liabilities  accounted  for  28 
percent  of  total  assets,  and  term  liabilities 
for  20  percent. 

Working  capital  of  the  mixed-membership 
associations  amounted  to  $120.5  million,  and 
the  working  capital  ratio  was  1.85  to  1. 
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Financial  Structure  by 
Farm  Credit  Districts 

Balance  sheet  data  for  the  414  regional 
farmer  cooperatives,  by  farm  credit  dis- 
tricts, are  shown  in  table  5  (the  34  asso- 
ciations marketing  tobacco  are  not  included). 

Associations  located  in  the  Berkeley,  St. 
Paul,  and  St.  Louis  districts  reported  the 
largest     percentages     of    total    assets.    The 


largest  number  of  regional  associations  were 
also  located  in  these  three  districts,  and 
they  had  the  largest  percentages  of  total 
volume  of  business. 

Net  worth  as  a  percentage  of  total  assets 
was  greater  for  the  regional  cooperatives 
located  in  the  Wichita,  Spokane,  and  Spring- 
field districts  than  any  of  the  other  districts. 
Net  worth  as  a  percentage  of  total  assets 
was  lowest  in  the  Columbia,  St.  Louis  and 
Berkeley  districts. 


Table  5. — Balance  sheet  data  for  414  regional  farmer  cooperatives,  by  farm  credit  districts,  at  close  of  fiscal  year 

19621 


Percental 

re  of  total 

assets  represented  by — 

Farm  credit 

Associa- 

Total 

district 

tions 

assets 

Current 

Fixed 

Other 

Current 

Term 

Net 

assets 

assets 

assets 

liabilities 

liabilities 

worth 

1,000 

Number 

dol 

Springfield 

26 

262,359 

56.8 

33,7 

9.5 

28,0 

5.5 

66.5 

Baltimore 

18 

124,768 

47.3 

35.5 

17.2 

19.7 

16.7 

63,6 

Columbia 

23 

176,885 

64.7 

26.7 

8.6 

40.6 

13.5 

45,9 

Louisville 

34 

196,746 

49.2 

34.7 

16,1 

23.8 

18,1 

58.1 

New  Orleans 

19 

84,386 

46,8 

40.2 

13.0 

27,0 

14.1 

58.9 

St.  Louis 

42 

395,988 

42.5 

45.1 

12.4 

27.3 

26.0 

46,7 

St.  Paul 

76 

446,364 

52.7 

33.9 

13.4 

26.2 

11.6 

62.2 

Omaha 

44 

102,821 

48.4 

31.3 

20.3 

29.2 

15.3 

55.5 

Wichita 

19 

107,848 

52.3 

41.7 

6.0 

22.5 

3.2 

74.3 

Houston 

25 

87,497 

53.0 

40.1 

6.9 

36,5 

9,1 

54.4 

Berkeley 

55 

487,153 

60.6 

32.2 

7.2 

39.9 

11.0 

49,1 

Spokane 

33 

136,356 

46.6 

36.4 

17.0 

22,6 

5.8 

71.6 

U.S.  total 

414 

2,609,171 

52.6 

35.7 

11.7 

29.7 

13.4 

56.9 

1  Excluding  34  tobacco-marketing  cooperatives. 
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Equity  Capital 


Equity  capital  in  448  regional  farmer  coop- 
eratives in  1962  amounted  to  $1,498  million. 
This  represented  the  combined  equity  capital 
reported  by  225  centralized,  162  federated, 
and  61  mixed-membership  regionals. 

The  225  centralized  associations  reported 
equity  capital  of  almost  $566  million,  or  38 
percent  of  the  total  equity  of  $1,498  million. 
Average  equity  per  centralized  regional  was 
$2.5  million. 

Equity  capital  totaling  $674  million,  or 
45  percent  of  the  $1,498  million,  was  found 
in  the  162  federated  regionals,  which  com- 
prised 36  percent  of  the  448  associations 
reporting.  Equity  capital  per  federated  re- 
gional averaged  $4.2  million. 


Kinds  and  Amounts  of 
Equity  Capital 

Kinds  and  amounts  of  equity  capital  re- 
ported by  regional  farmer  cooperatives  at 
the  close  of  fiscal  year  1962  are  listed  in 
table  6.  Kinds  of  equity  by  percentage  of 
associations  using  each  type  are  shown  in 
table  7. 

Approximately  41  percent  of  the  total  equity 
of  $1,498  million  was  in  the  form  of  capital 
stock.  Preferred  stock  accounted  for  22  percent 
of  total  equity  and  common  stock  for  an  addi- 
tional 19  percent.  Of  the  448  associations, 
54  percent  reported  some  common  stock 
outstanding  and  33  percent  reported  some 
preferred  stock. 


The  other  17  percent  of  total  equity  of 
$1,498  was  in  61  mixed-membership  re- 
gionals. The  mixed-membership  cooperatives 
had  an  average  equity  capital  of  $4.2  million 
per  association. 

Farmers'  equities  in  the  448  regional  co- 
operatives in  1962,  by  type  of  cooperative 
or  major  function  performed,  are  shown  in 
table  6  on  page  15.  Table  6  also  shows  kinds 
of  equity  capital. 

Of  the  $1,498  million  total  equity  capital, 
$677  million,  or  45  percent,  was  reported 
by  217  marketing  cooperatives  (excluding 
tobacco-marketing  associations).  The  34 
tobacco- marketing  associations  excluded  had 
combined  equity  capital  of  $14  million,  or 
1  percent  of  the  total. 

The  105  farm  supply  cooperatives  reported 
total  equity  capital  of  $553  million,  37  percent 
of  the  total.  An  additional  12  percent  of  the 
total  equity  was  reported  by  24  diversified 
cooperatives,  and  4.5  percent  by  50  bar- 
gaining regionals.  The  18  service  and  edu- 
cational associations  had  less  than  $3  million 
in  combined  equity  capital. 


Approximately  half  the  total  equity  capital 
of  the  regional  cooperatives  was  allocated 
to  individual  patrons  as  capital  credits,  in- 
cluding amounts  for  which  certificates  were 
issued  as  well  as  amounts  allocated  only  on 
the  books.  Most  of  the  associations  reported 
some  form  of  allocated  capital — 13  percent 
had  certificates  with  maturity  dates,  33  per- 
cent had  certificates  without  maturity  dates, 
and  68  percent  had  allocated  book  credits. 

Unallocated  reserves  accounted  for  only  8 
percent  of  total  equity,  but  nearly  56  percent 
of  the  associations  had  some  unallocated 
equity  capital.  Similarly,  nonstock  member- 
ship certificates  were  reported  by  11  percent 
of  the  associations,  but  accounted  for  only 
0.2  of  1  percent  of  total  equity  capital.  Mis- 
cellaneous capital  was  reported  by  about 
6  percent  of  the  associations  and  accounted 
for  only  1  percent  of  the  total  equity  capital 
of  $1,498  million. 

Most  of  the  cooperatives  issue  either  non- 
stock membership  certificates  or  some  form 
of  capital  stock  to  qualified  farmers  to  denote 
membership  or  voting  rights.  Common  stock 
has  been  issued  most  frequently  as  the  voting 


14 


Table  6. — Equity  capital  of  448  regional  farmer  cooperatives,  by  major  function  and  membership  classification,  at  close  of 

fiscal  year  1962 


Associa- 
tions 

Total 
equity 
capital 

Percentage  of  total  equity 

capital  represented  by — 

Classification 

of 
associations 

Common 
stock 

Pre- 
ferred 
stock 

Member- 
ship 
certifi- 
cates 
(nonstock) 

Certifi- 
cates of 
equity 

with 
maturity 

date 

Certifi- 
cates of 
equity 
without 
maturity 
date 

Allo- 
cated 
capital 
credits 

Unallo- 
cated 
reserves 

Miscel- 
laneous 
equity 

1,000 

MiirnhPT* 

dol. 

P0j*(^on(- 

All  regionals 

1 'I  Lill  lUC-L 

448 

1,498,146 

19.0 

21.9 

0.2 

8.5 

17.5 

23.9 

8.1 

0.9 

Centralized 

225 

565,582 

11.3 

9.6 

0,1 

18.0 

20.2 

31.2 

9.2 

0.4 

Federated 

162 

673,940 

23.7 

35.9 

(M 

2.0 

15.0 

13.5 

8,6 

1,3 

Mixed-membership 

61 

258,624 

23.5 

12.4 

1.2 

4.5 

18.3 

34.9 

4.5 

0,7 

Farm  supply 

105 

553,324 

28.5 

37.7 

(') 

3.8 

4.4 

12.4 

11.0 

2,2 

Centralized 

22 

110,249 

18.6 

14.1 

(M 

4.3 

7.7 

31.5 

21.6 

2.2 

Federated 

59 

325,397 

24.6 

52.2 

(') 

1.9 

2.7 

7.8 

8.3 

2.5 

Mixed-membership 

24 

117,678 

48.7 

20.0 

— 

8.6 

6.0 

6.9 

8.4 

1,4 

Marketing  2 

217 

676,850 

10.8 

13.7 

0.1 

10.6 

27.1 

30.0 

7.6 

0,1 

Centralized 

113 

313,720 

11.0 

10.3 

(') 

20.3 

21.3 

29.9 

7.2 

(') 

Federated 

77 

269,610 

13.6 

20.5 

(') 

2.4 

34.0 

19,2 

10.1 

0,2 

Mixed-membership 

27 

93,520 

2.0 

5.5 

0.1 

1.5 

27.0 

62.1 

1.8 

— 

Marketing  (tobacco)^ 

34 

14,281 

49.4 

11.1 

1.9 

5.2 

5.8 

21.8 

4.8 

— 

Diversified 

24 

183,521 

24.9 

12.3 

1.6 

10.6 

19.1 

28.2 

3.2 

0.1 

Centralized 

12 

61,933 

3.0 

3.5 

0.2 

31.3 

31.1 

27.4 

3.5 

— 

Federated 

6 

75,395 

56.0 

22.3 

-- 

-- 

1.4 

15.5 

4.8 

— 

Mixed- membership 

6 

46,193 

3.5 

7.6 

6.2 

0.2 

32.0 

49.9 

0.1 

0.5 

Bargaining 

50 

67,464 

0.2 

3.8 

0.3 

19.0 

29.9 

42.4 

4.4 

(M 

Centralized 

43 

65,284 

0.2 

4.0 

0.2 

19.6 

29.3 

42,1 

4.6 

(') 

Federated 

5 

1,305 

-- 

— 

0.2 

63.9 

9.0 

26.7 

0.2 

-- 

Mixed- membership 

2 

875 

0.1 

— 

6.4 

— 

3.9 

89,6 

— 

— 

Service 

18 

2,706 

n.i 

1.5 

(') 

„ 

1.5 

85,7 

0.2 



Centralized 

1 

115 

— 

-- 

-- 

— 

— 

100.0 

— 

— 

Federated 

15 

2,233 

13.4 

1.9 

(') 

— 

0.1 

84.3 

0.3 

— 

Mixed-membership 

2 

358 

— 

~ 

~ 

-- 

10.7 

89.3 

— 

— 

'  Less  than  0.05  percent. 

2  Excluding  34  tobacco-marketing  associations  shown  separately. 

'All  classified  as  centralized  associations. 


or  membership  stock  by  cooperatives  organ- 
ized with  capital  stock.  However,  a  few  co- 
operatives have  issued  preferred  stock  for 
this  purpose. 

Very  definite  limitations  regarding  owner- 
ship,   transfer,  surrender,  cancellation,  loss 


of  voting  power,  etc.,  are  usually  included 
in  the  articles  of  incorporation  and  printed 
on  the  face  of  "voting"  stock  certificates. 
This  is  because  ownership  and  control  must 
remain  with  farmer  members  if  an  associa- 
tion is  to  qualify  as  a  farmer  cooperative 
under  various  Federal  and  State  laws. 
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Figure  2 

448    Regional    Farmer    Cooperatives 

TYPES  OF  EQUITY  CAPITAL,  BY  TYPE  OF  COOPERATIVE 

TYPES  o^ 

Preferred  Stock 21.9  f??!?fff??!? 

Common    Stock 19.0  F??'???'??'! 

Allocated   Book  Credits    ■•  23.9  ^^^^SfTcflfW; 


Unallocated    Reserves 8.1 


30.0 


EMMEMlll^^o 


Certificates   of  Equity 
Without   Maturity   Dates  17.5   pW?:!  ^  j 


Certificates   of  Equity 
with   Maturity   Dates 


37.7 


Other 
Equity   Capital  '"  |:::::|  2.2 

^EXCLUDING    TOBACCO    CROUP 


27.1 
COOPERATIVES  AND  EQUITY  CAPITAL 
10.6  ^^217    Marketing  $677  Mil.* 

105  Farm  Supply  $553  Mil. 
All  448     $1,498  Mil. 


BASED  ON  AMOUNTS  OUTSTANDING  AT  CLOSE  OF  FISCAL  YEAR  1962. 


Regardless  of  which  type  of  certificate  is 
used,  funds  derived  from  the  sale  of  voting 
stock  are  generally  only  of  nominal  impor- 
tance. Therefore,  in  order  to  acquire  addi- 
tional amounts  of  capital,  many  cooperatives 
have  issued  one  or  more  classes  of  nonvoting 
capital  stock.  This  stock  has  been  classified 
as  common  stock  by  some  cooperatives  and 
as  preferred  by  others.  Since  State  coop- 
erative and  corporation  laws  vary,  there 
is  no  definite  national  pattern  of  classifi- 
cation. Consequently,  nonvoting  capital  stock 
classified  as  common  by  one  cooperative  may 
be  essentially  the  same  as  that  classified  as 
preferred  by  another. 

Voting  and  nonvoting  capital  stock  were 
not  tabulated  separately  for  this  study. 


Types  of  Equity  Capita!  by 
Major  Function  of  Cooperatives 

As  shown  in  tables  6  and  7.  the  relative 
importance  of  various  types  of  equity  varied 
considerably  when  the  cooperatives  were 
grouped  according  to  their  basic  function. 
A  comparison  of  types  of  equity  capital  used 
by  the  marketing  and  farm  supply  regionals 
is  shown  in  figure  2. 

Approximately  two-thirds  of  the  equity 
capital  of  the  105  farm  supply  regionals  was 
in  the  form  of  capital  stock,  whereas  capital 
stock  of  the  217  marketing  regionals  amounted 
to  less  than  a  fourth  of  their  total  equity. 
The  percentage  of  marketing  associations 
using    capital   stock   was    also    smaller   than 
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the  percentage  of  farm  supply  associations 
using  it.  Of  the  105  farm  supply  cooperatives, 
78  percent  reported  outstanding  common 
stock  and  48  percent  reported  outstanding 
preferred   stock.    Fifty-three    percent   of  the 


marketing  associations  reported  common 
stock  and  34  percent  reported  preferred 
stock. 

Equity    certificates    and    allocated   capital 
credits,  on  the  other  hand,  accounted  for  21 


Table  7. — Types  of  equity  capital  used  by  448  regional  farmer  cooperatives,  by  major  function  and  membership 
classification,  based  on  percentage  of  associations  reporting  each  type,  fiscal  year  1962 


Associa- 
tions 

Percentage  of  associations  reporting — 

Classification 

of 
associations 

Common 
stock 

Pre- 
ferred 
stock 

Member- 
ship 
certifi- 
cates 
(nonstock) 

Certifi- 
cates of 
equity 

with 
maturity 

date 

Certifi- 
cates of 
equity 
without 
maturity 
date 

Allo- 
cated 
capital 
credits 

Unallo- 
cated 
reserves 1 

Miscel- 
laneous 
equity 

Number 
448 

=  -=  _  —  T^f:iTn'=^'^^   - 

All  regionals 

54.0 

33.5 

10.9 

~  ■=  ~  ~  i   Ci  L 

12.7 

32.8 

68.1 

55.6 

5,8 

Centralized 

225 

41.8 

27.6 

13.8 

12.0 

35.6 

70,7 

53.8 

3,6 

Federated 

162 

70.4 

43.2 

8.0 

12.3 

26.0 

65,4 

58,0 

8.0 

Mixed=membership 

61 

55.7 

29.5 

8.2 

16.4 

41.0 

65,6 

55,7 

8.2 

Farm  supply 

105 

78.1 

47.6 

6.7 

18.1 

23.8 

57,1 

73.3 

13.3 

Centralized 

22 

68,2 

66.7 

18.2 

22.7 

36.3 

68,2 

59.1 

4,5 

Federated 

59 

83.1 

50.8 

5.1 

15.6 

18.6 

54.2 

76.3 

15,3 

Mixed=membership 

24 

75.0 

41.7 

~ 

20.8 

25.0 

54.2 

79.2 

16,7 

Marketing  2 

217 

53.5 

33.6 

8.8 

12.0 

40,1 

71.9 

51.2 

4.1 

Centralized 

113 

46.0 

29.2 

9.7 

10.6 

39.8 

74.3 

52.2 

4.4 

Federated 

77 

64.9 

42.9 

9.1 

13.1 

35.1 

70.1 

51.9 

5.2 

Mixed-membership 

27 

51.9 

25.9 

3.7 

14.8 

55.6 

66.7 

44,4 

~ 

Marketing  (tobacco)  3 

34 

55.9 

32.4 

23.5 

5.9 

11.8 

70.6 

55,9 

~ 

Diversified 

24 

41.7 

41.7 

29.2 

8,3 

41.7 

70.8 

66,7 

8.3 

Centralized 

12 

12.5 

41.7 

33.3 

8.3 

50.0 

66.7 

58,3 

8.3 

Federated 

6 

100.0 

66.7 

— 

— 

33.3 

66.7 

100.0 

— 

Mixed-membership 

6 

16.7 

16.7 

50.0 

16.7 

33.3 

83.3 

50.0 

16.7 

Bargaining 

50 

12.0 

6.0 

12.0 

16.0 

38.0 

68.0 

48.0 

2.0 

Centralized 

43 

11.6 

7.0 

9.3 

16.3 

39.5 

62.8 

53.5 

2.3 

Federated 

5 

_- 



20.0 

20.0 

20.0 

100.0 

20.0 

— 

Mixed-membership 

2 

50.0 

— ■ 

50.0 

~ 

50.0 

100.0 

~ 

— 

Service 

18 

50.0 

16.7 

11.1 



11,1 

77.8 

11.1 



Centralized 

1 

— 

— 

— 

— 

— 

100.0 

— 

— 

Federated 

15 

60.0 

20.0 

13.3 

__ 

6,7 

73,3 

13.3 

— 

Mixed -membership 

2 

~ 

— 

— 

— ' 

50.0 

100.0 

~ 

— 

^Including  associations  with  deficit  balances. 

^Excluding  34  tobacco-marketing  associations  shown  separately, 

^All  classified  as  centralized  associations. 
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percent  of  total  equity  capital  of  the  farm 
supply  regionals  and  for  68  percent  of  total 
equity  of  the  marketing  group.  Of  the  217 
marketing  associations,  12  percent  reported 
equity  certificates  with  maturity  dates,  40 
percent  reported  equity  certificates  without 
maturity  dates,  and  72  percent  reported  allo- 
cated capital  credits.  Of  the  105  associations 
in  the  farm  supply  group,  18  percent  re- 
ported equity  certificates  with  maturity  dates, 
24  percent  reported  equity  certificates  with- 
out maturity  dates,  and  57  percent  reported 
allocated  capital  credits. 

Unallocated  reserves  accounted  for  11  per- 
cent of  the  total  equity  capital  of  the  105  farm 
supply  regionals  and  for  less  than  8  percent 
of  total  equity  of  the  217  marketing  regionals. 
Including  the  associations  with  deficit  bal- 
ances, 73  percent  of  the  farm  supply  group 
and  51  percent  of  the  marketing  group  had 
some  equity  in  an  unallocated  account. 

Of  the  50  bargaining  regionals,  only  12 
percent  had  common  stock  and  6  percent 
had  preferred  stock.  All  capital  stock  of 
the  bargaining  cooperatives  represented  only 
4  percent  of  their  total  member  capital. 
Allocated  capital  other  than  stock  accounted 
for  91  percent  of  total  net  worth  of  the  bar- 
gaining associations. 


Types  of  Equity  Capital  by 
Membership  Classification 


When  the  regional  cooperatives  were  clas- 
sified according  to  their  membership  struc- 
ture, the  relative  importance  of  various  types 
of  equity  capital  also  varied  (tables  6  and  7). 
Common  stock,  for  example,  accounted  for  a 
much  greater  percentage  of  total  equity  in  the 
federated  and  mixed-membership  regionals 
than  in  the  centralized  ones.  Preferred  stock 
accounted  for  the  largest  percentage  of  total 
equity  in  federated  regionals,  but  represented 
only  10  and  12  percent,  respectively,  of 
total  equity  of  the  centralized  and  mixed- 
membership  groups.  Capital  stock  was  also 
reported    by    a    smaller    percentage    of   the 


centralized   regionals   than   by  the  other  two 
membership  groups. 

A  closer  look  at  the  kinds  and  amounts  of 
equity  capital,  by  membership  classification 
of  the  associations,  reveals  other  differences. 

Federated  Associations. — Sixty  percent  of 
the  total  equity  capital  of  the  federated  re- 
gionals was  evidenced  by  capital  stock  cer- 
tificates. Of  the  162  associations,  43  percent 
reported  outstanding  preferred  stock,  and 
36  percent  of  the  equity  capital  reported 
($674  million)  was  preferred  stock.  Over 
70  percent  of  the  associations  reported  out- 
standing common  stock.  Common  stock  ac- 
counted for  24  percent  of  total  equity  of  all 
the  federated  regionals. 

Twelve  percent  of  the  federated  regionals 
reported  some  nonstock  certificates  of  equity 
with  maturity  dates,  but  this  type  of  equity 
accounted  for  only  2  percent  of  total  equity 
capital.  Equity  certificates  without  maturity 
dates,  plus  allocated  capital  credits,  ac- 
counted for  28  percent  of  total  equity  capital 
of  the  federated  cooperatives.  Twenty-six 
percent  of  the  associations  reported  some 
equity  certificates  without  maturity  dates  and 
65  percent  reported  allocated  capital  credits. 

Unallocated  reserves  were  reported  by  58 
percent  of  the  federated  regionals,  but  ac- 
counted for  less  than  9  percent  of  total  equity 
capital.  Other  miscellaneous  equity  capital 
was  reported  by  8  percent  of  the  associa- 
tions, but  totaled  only  1  percent  of  total 
equity  capital. 

Centralized  Associations. — Combined  equity 
capital  of  the  225  centralized  regionals 
amounted  to  almost  $566  million.  Capital 
stock  of  these  associations  accounted  for 
21  percent  of  their  total  equity  capital.  Of 
the  225  associations,  42  percent  reported 
common  stock  and  28  percent  reported  pre- 
ferred stock.  Common  stock  totaled  11  per- 
cent of  total  equity  of  the  associations  and 
preferred  stock  almost  10  percent. 

Certificates  of  equity  with  maturity  dates 
were   reported   by    12   percent   of  this  group 
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of  regionals,  and  accounted  for  18  percent 
of  their  total  equity  capital.  Certificates  of 
equity  without  maturity  dates  were  reported 
by  36  percent  of  the  associations  and  totaled 
20  percent  of  equity  capital.  Allocated  capital 
credits  accounted  for  31  percent  of  the  total 
equity  and  were  reported  by  71  percent  of 
the  associations.  Fifty-four  percent  of  the 
associations  reported  unallocated  reserves, 
but  only  9  percent  of  total  equity  was  listed 
as  unallocated. 

Membership  certificates,  plus  other  mis- 
cellaneous types  of  capital,  accounted  for 
less  than  1  percent  of  total  equity  capital  in 
the  centralized  associations.  However,  nearly 
14  percent  of  the  associations  listed  mem- 
bership certificates  on  their  balance  sheets. 

Mixed-Membership  Associations. — The  61 
mixed-membership  regionals  had  combined 
equity  capital  of  nearly  $259  million.  Capital 
stock  accounted  for  36  percent  of  this  total. 
Common  stock,  reported  by  56  percent  of 
the  associations,  accounted  for  nearly  24 
percent.  Preferred  stock,  reported  by  30 
percent  of  the  associations,  accounted  for 
an  additional  12  percent.  Maturity-dated  cer- 
tificates of  equity  were  reported  by  16  per- 
cent of  the  associations,  but  accounted  for 
less  than  5  percent  of  total  equity  capital. 
Certificates  of  equity  without  maturity  dates 
totaled  18  percent  of  equity  capital  and  were 
reported  by  41  percent  of  the  cooperatives. 
The  balance  of  total  equity  capital  in  the 
mixed-membership  regionals  was  repre- 
sented by  allocated  capital  credits  (35  per- 
cent), unallocated  reserves  (5  percent),  and 
nonstock  membership  certificates  and  mis- 
cellaneous types  of  equity  (2  percent). 


Differences  in  type  of  capital  stock  issued 
by  associations  in  the  various  districts  can 
be  accounted  for  partly  by  differences  in 
State  cooperative  and  corporation  laws.  As- 
sociations with  headquarters  in  the  Wichita, 
New  Orleans,  and  Berkeley  districts  issued 
primarily  common  stock.  Preferred  stock, 
on  the  other  hand,  was  the  predominant  type 
issued  by  regionals  located  in  the  Houston 
and  Spokane  districts. 

Capital  stock  ranged  from  less  than  15 
percent  of  total  equity  capital  of  the  coop- 
eratives located  in  the  Berkeley  district  to 
almost  76  percent  of  it  in  the  Louisville 
district. 

Certificates  of  equity  with  maturity  dates 
accounted  for  34  and  29  percent,  respec- 
tively, of  total  equity  capital  of  cooperatives 
with  headquarters  in  the  Springfield  and 
Spokane  districts,  but  were  not  used  to  any 
great  extent  by  cooperatives  in  any  of  the 
other  districts. 

Certificates  of  equity  without  maturity 
dates,  however,  accounted  for  almost  37 
percent  of  total  equity  capital  of  cooperatives 
located  in  the  Columbia  district,  and  for  35 
percent  of  that  of  cooperatives  in  the  Berkeley 
district. 

Unallocated  reserves  ranged  from  a  nega- 
tive balance  for  cooperatives  in  the  New 
Orleans  district  to  almost  22  percent  of 
total  equity  capital  of  cooperatives  in  the 
Wichita  district. 


Methods  of  Acquiring  Equity 
Capital 


Types  of  Equity  Capital  by 
Form  Credit  Districts 


Kinds  and  amounts  of  equity  capital  re- 
ported by  the  448  regional  cooperatives,  by 
farm  credit  districts,  are  shown  in  table  8. 


Cooperative  members  and  patrons  acquired 
their  shares  of  equity  capital  by  three  ways: 
purchase,  capital  retains,  and  reinvestment  of 
patronage  refunds.  Two  of  these  methods,  and 
occasionally  all  three,  were  usually  used  by 
the  same  association. 

Capital  retains  are  those  investments 
made  by  patrons  in  compliance  with  a  bylaw 
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Table  8o — Equity  capital  of  448  regional  farmer  cooperatives,  by  farm  credit  districts,  at  close  of  fiscal  year  1962 


Associa- 
tions 

Total 
equity 
capital 

Percentage  of  total  equity 

capital  represented  by — 

Farm 

credit 

district 

Common 
stock 

Pre- 
ferred 
stock 

Member- 
ship 
certifi- 
cates 
(nonstock) 

Certifi- 
cates of 
equity 

with 
maturity 

date 

Certifi- 
cates of 
equity 
without 
maturity 
date 

Allo- 
cated 
capital 
credits 

Unallo- 
cated 
reserves 

Miscel- 
laneous 
equity 

1,000 

Number 
27 

dol. 
174,595 

14.2 

6.4 

(') 

Perc 

34.1 

■gnt 

Springfield 

5.3 

24.4 

14,3 

1.3 

Baltimore 

27 

83,300 

21.7 

31.7 

0.1 

3.6 

17.5 

10.9 

14.5 

{') 

Columbia 

29 

85,258 

9.2 

14.4 

0.1 

5.3 

46.8 

20.0 

3.9 

0.3 

Louisville 

50 

120,416 

42.0 

33.9 

0,1 

2.7 

0.7 

18.1 

2.5 

~ 

New  Orleans 

19 

49,708 

59.5 

8.6 

~ 

4,7 

13.6 

13.0 

(2.6) 

3.2 

St,  Louis 

42 

185,037 

11.8 

44.8 

0) 

6.0 

4.5 

22.0 

10.9 

(') 

St„  Paul 

78 

278,034 

11.2 

32.7 

{') 

4.1 

22.0 

26.7 

3.0 

0.3 

Omaha 

44 

57,144 

28.0 

8.9 

0.2 

2.6 

22.1 

22.3 

15.5 

0.4 

Wichita 

19 

80,114 

65.8 

4.6 

(^) 

1.1 

1.2 

5.4 

21.8 

0,1 

Houston 

25 

47,641 

0.9 

63.1 

0.2 

C) 

4.3 

30.5 

1.0 

i') 

Berkeley 

55 

239,234 

12.2 

2.4 

0.1 

0.5 

35.3 

36.8 

9.5 

3.2 

Spokane 

33 

97,665 

1.9 

15.4 

2.9 

28.8 

22.6 

26.5 

1.8 

0.1 

U.S.  total 

448 

1,498,146 

19.0 

21.9 

0.2 

8.5 

17.5 

23.9 

8.1 

0.9 

^Less  than  0.05  percent. 


provision  or  membership  agreement.  The 
agreement  authorizes  the  cooperative  to  make 
a  specified  deduction  from  advances  to  pa- 
trons based  on  physical  units  handled  (bushel, 
hundredweight,  dozen,  and  so  on)  or  a  per- 
centage of  sales  returns. 

Retained  refunds  are  savings  or  margins 
realized  in  operations  and  held  by  cooperative 
associations  as  additions  to  capital,  with  the 
agreement  that  they  be  paid  in  cash  to  patrons 
at  some  future  date.  These  deferred  payments 


are  often  returned  to  patrons  on  a  revolving 
fund  basis. 

Approximately  58  percent  of  the  total  equity 
capital  reported  by  the  448  regionals  ($1,498 
million)  was  acquired  by  retention  of  patronage 
refunds  for  payment  in  cash  at  some  future 
date.  An  additional  9  percent  of  the  total  was 
acquired  by  a  combination  of  selling  securities 
outright  and  retaining  patronage  refunds.  This 
combination  method  was  generally  reported  by 
the  associations  that  required  members  to  buy 
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one  or  more  shares  of  equity  capital  when  they 
joined  the  association  and  to  increase  their 
number  of  shares  over  the  years  by  reinvesting 
patronage  refunds  in  the  equities  of  the  asso- 
ciation. 

Almost  9  percent  of  the  total  equity  capital 
of  the  regional  associations  was  acquired  by 
capital  retains  from  members*  sales  proceeds. 
An  additional  10  percent  was  acquired  by  the 
combined  method  of  making  capital  retains 
and  retaining  patronage  refunds.  Capital  re- 


tains, as  a  means  of  acquiring  capital,  is  used 
primarily  by  farmers'  marketing  associations, 
and  is  relatively  insignificant  with  farm  supply 
cooperatives. 

The  448  regionals  acquired  13  percent  of 
their  total  equity  capital  by  selling  stock  and 
certificates  of  equity  outright  to  members  and 
patrons  and  occasionally  to  others.  The  other 
1  percent  of  combined  equity  capital  was  ac- 
quired by  a  combination  of  all  three  of  the 
methods  mentioned. 


Table  9.~Methods  of  acquiring  allocated  equity  capital  of  448  regional  farmer  cooperatives,  by  major  function  and 
membership  classification,  shown  by  percentage  of  allocated  equity  acquired  by  each  method,  fiscal  year  1962 


Associations 

Total 

allocated 

equity 

Percentage  of  total  allocated  equity  acquired  by — 

Classification 
of  associations 

Purchase 

Capital 
retains 

Refunds 
retained 

Purchase 

and 

refunds 

Capital 

retains 

and 

Purchase, 

capital 

retains, 

and 

retained 

refunds 
retained 

refunds 
retained 

Number 
448 

1,000  dol, 
1,363,322 

„____         PfiT-O^Tlt- 

All  regionals 

14.6 

9.8 

°  —  —  —  —     n  tr 

53,8 

10.1 

10.5 

1.2 

Centralized 

225 

510,893 

14,1 

16.8 

45.5 

5,4 

17.5 

0.7 

Federated 

162 

607,440 

12.9 

6,4 

62,4 

12.9 

3.7 

1.7 

Mixed-membership 

61 

244,989 

20.5 

3.6 

49.4 

12.8 

12.3 

1.4 

Farm  supply 

105 

480,200 

20,4 

0.4 

57,4 

21.6 

»» 

0.2 

Centralized 

22 

84,044 

30.8 

~ 

52,9 

16.3 

=.« 

-. 

Federated 

59 

290,124 

13.6 

0.6 

64.9 

20.6 

„_ 

0.3 

Mixed-membership 

24 

106,032 

30,7 

(M 

40.7 

28.6 

— 

(1) 

Marketing 

251 

638,549 

9.0 

18.6 

50,0 

4,2 

15.9 

2.3 

Centralized 

147 

304,725 

13.1 

24,4 

43.1 

2.4 

15.9 

1.1 

Federated 

77 

242.014 

6.2 

14.8 

58,0 

7,7 

9.4 

3.9 

Mixed-membership 

27 

91,810 

2.7 

9,3 

51.2 

1.2 

31.8 

3.8 

Diversified 

24 

177,424 

24.1 

1.6 

61.5 

1.9 

10.9 

■=» 

Centralized 

12 

59,736 

8.6 

4.8 

48.8 

5.3 

32.5 

_=, 

Federated 

6 

71,773 

32.6 

__ 

67.1 

0.3 

— 

== 

Mixed-membership 

6 

45,915 

33.0 

— 

67,0 

— 

— 

— 

Bargaining  and  service 

68 

67,149 

1.9 

14.9 

44,3 

5,4 

33.4 

0.1 

Centralized 

44 

62,388 

1.5 

14,1 

43.8 

5.8 

34.7 

0,1 

Federated 

20 

3,529 

7.5 

25.3 

66.9 

(M 

0.3 

__ 

Mixed-membership 

4 

1,232 

4.6 

25,1 

7.1 

~ 

63.2 

— 

Less  than  0.05  percent. 
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Table  10."=-Methods  of  acquiring  various  types  of  equity  capital  of  448  regional  farmer  cooperatives,  by  major 
function,  with  percentage  of  total  equity  of  each  type  acquired  by  each  method,  fiscal  year  1962 


Total 

Percentage  of  total  equity  of  each  type  acquired  by- 

Type  of  equity  capital 

Associations 

amount 

Capital 

Purchase, 

and  classification 

with  each 

of  each 

Purchase 

retains 

capital 

of  associations 

type  equity 

type 

Purchase 

Capital 

Refunds 

and 

and 

retains, 

equity 

retains 

retained 

refunds 

refunds 

and 

retained 

retained 

refunds 

retained 

1.000 

Number 

dol. 

-„-«-_  Percent 

Common  stock 

All  associations 

242 

284,079 

21„9 

2.8 

51.4 

22.4 

1.1 

0.4 

Farm  supply 

82 

157,797 

19.6 

1.0 

51.6 

27.8 

.— 

(') 

Marketing 

135 

80,138 

30.4 

7.8 

34.2 

22.3 

4.1 

1.2 

Diversified 

10 

45,727 

15,0 

(1) 

81.1 

3.9 

— 

_ 

Bargaining 

6 

117 

17.4 

— 

47.4 

— 

— 

35.2 

Service 

9 

300 

66.8 

-- 

33.2 

— 

— 

— 

Preferred  stock 

All  associations 

150 

328,175 

30.1 

0.8 

46.4 

18,6 

0.8 

3.3 

Farm  supply 

50 

208,812 

28.4 

__ 

44.9 

26.3 

— 

0.4 

Marketing 

84 

94,239 

22.3 

2.8 

57.9 

3.5 

2.8 

10.7 

Diversified 

10 

22,491 

81,8 

~ 

11.3 

6.9 

_ 

— 

Bargaining 

3 

2,592 

^™ 

~ 

57.6 

42.4 

— 

~ 

Service 

3 

41 

100.0 

~ 

— 

~ 

— 

— 

Certificates  of  equity 

with  maturity  dates 

All  associations 

57 

126,708 

14.4 

24,9 

38.5 

5.9 

16.3 

(M 

Farm  supply 

19 

21,076 

36.6 

-.-, 

39.9 

23.5 

— 

Marketing 

28 

72,502 

13.6 

34.5 

50,1 

— 

1.8 

— 

Diversified 

2 

19,475 

0.5 

~ 

~ 

— 

99.5 

— 

Bargaining 

8 

13,655 

4.1 

47.6 

29.5 

18.4 

— 

0.4 

Service 

— 

~ 

~ 

~— 

-~ 

■*~ 

— 

— 

Certificates  of  equity 

without  maturity 

dates 

All  associations 

147 

262,975 

6.4 

26.2 

48.4 

2.1 

15.4 

1.5 

Farm  supply 

25 

24,132 

0.1 

1.4 

98.5 

~ 

— 

— 

Marketing 

91 

184,390 

1.2 

34.8 

42.0 

3.0 

16.9 

2.1 

Diversified 

10 

35,097 

41.0 

8.2 

50.6 

0.2 

~ 

— 

Bargaining 

19 

19,316 

1.5 

8.3 

42.3 

— 

47.9 

— 

Service 

2 

40 

3.8 

~ 

96.2 

— 

— 

— 

Allocated  capital  credits 

All  associations 

305 

357,580 

— 

6,3 

72.4 

— 

21.3 

— 

Farm  supply 

60 

68,342 

— 

— 

100.0 

— 

— 

— 

Marketing 

180 

206,655 

— 

10.0 

59.5 

— 

30.5 

-. 

Diversified 

17 

51,662 

— 

— 

100.0 

— • 

— 

— 

Bargaining 

34 

28,603 

— 

5.6 

48.8 

~ 

45.6 

.- 

Service 

14 

2,318 

~~ 

11.9 

82.7 

~~ 

5.4 

— 

*  Less  than  0.05  percent. 
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When  total  unallocated  reserves  of  $122 
million  (which  were  primarily  undistributed 
net  savings  or  margins)  and  miscellaneous 
equity  of  $13  million  were  subtracted  from 
total  equity  capital  of  the  448  regional  farmer 
cooperatives,  total  "allocated"  equity  capital 
of  $1,363  million  remained.  This  represented 
the  amount  of  total  equity  capital  that  had  been 
purchased  by  or  allocated  to  individual  mem- 
bers and  patrons.  Amounts  and  percentages  of 
this  allocated  equity  capital  acquired  by  each 
method  are  shown  by  major  function  of  the 
associations  and  by  membership  classification 
in  table  9. 

The  importance  of  each  method  used  to 
acquire  equity  capital  varied  not  only  according 
to  the  major  function  and  membership  classi- 
fication of  the  associations  but  also  according 
to  type  of  equity.  Table  10  shows  how  patrons 
acquired  common  stock,  preferred  stock,  non- 
stock certificates  of  equity  with  and  without 
maturity  dates,  and  allocated  book  credits. 
These  types  of  equity,  plus  membership  cer- 
tificates (nonstock),  unallocated  reserves  and 
miscellaneous  equity,  accounted  for  the  total 
equity  capital  of  the  448  regionals. 

Data  are  not  shown  in  table  10  for  unal- 
located reserves  because  they  resulted  almost 
entirely  from  refunds  retained.  Miscellaneous 
equity  is  not  included  because  it  was  not  allo- 
cated to  members  and  patrons,  and  appeared 
on  the  balance  sheets  of  the  cooperatives 
primarily  through  donations,  adjustments,  etc. 
Nonstock  membership  certificates  are  held 
by  individual  members,  but  are  not  reported 
separately  in  table  10  because  they  account 
for  only  0.2  of  1  percent  of  total  equity. 
Membership  certificates  were  acquired  by 
members  of  marketing  regionals  by  capital 
retains  (52  percent),  by  direct  purchase  (36 
percent),  and  by  the  combination  of  these  two 
methods  (12  percent).  Members  of  farm  supply 
regionals  acquired  their  membership  certifi- 
cates by  outright  purchase  (54  percent),  and 
by  the  combined  method  of  purchase  and  re- 
tained refunds  (46  percent). 


Common  Stock 

The  448  regional  cooperatives  had  $284 
n^illion,  19  percent  of  their  total  equity  capital, 
in  the  form  of  common  stock  in  1962.  Fifty- 
four  percent  of  the  associations  (242)  reported 
some  outstanding  common  stock.  Over  51  per- 
cent of  the  common  stock  was  acquired  solely 
by  retaining  refunds.  About  22  percent  was 
purchased  outright  by  members,  patrons,  and 
others;  and  another  22  percent  was  acquired 
by  members  and  patrons  through  the  combined 
method  of  purchase  and  refunds  retained.  Only 
3  percent  was  acquired  by  patrons  as  a  result 
of  capital  retains  made  by  the  cooperatives. 
The  other  2  percent  was  acquired  by  a  combi- 
nation of  these  methods. 

Table  10  shows  how  common  stock  was 
acquired  when  the  associations  were  classified 
by  major  function.  They  were  also  classified 
on  the  basis  of  membership  (table  11). 

Common  stock  of  the  225  centralized  asso- 
ciations totaled  $64  million.  Over  61  percent 
of  it  was  purchased  outright;  10  percent  re- 
sulted from  capital  retains;  15  percent  was 
acquired  by  retaining  refunds;  8  percent  by  the 
combined  method  of  purchase  and  retained 
refunds;  5  percent  by  the  combined  method  of 
capital  retains  and  retained  refunds;  and  the 
remaining  1  percent  by  a  combination  of  these 
methods. 

Outstanding  common  stock  of  the  162  fed- 
erated regionals  amounted  to  $159  million. 
Of  this,  73  percent  was  acquired  by  retaining 
refunds,  another  18  percent  by  purchase  and 
retaining  refunds,  8  percent  by  outright  pur- 
chase, and  the  remaining  1  percent  by  capital 
retains. 

Common  stock  of  the  61  mixed-membership 
cooperatives  amounted  to  almost  $61  million. 
Of  this,  48  percent  was  acquired  by  the 
combined  method  of  purchase  and  retaining 
refunds;  33  percent  was  acquired  entirely 
by  retaining  refunds;  18  percent  was  acquired 
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Table  11, — Methods  of  acquiring  various  types  of  equity  capital  of  448  regional  farmer  cooperatives,  by 
membership  classification,  with  percentage  of  total  equity  of  each  type  acquired  by  each  method,  fiscal  year  1962 


Associa- 
tions with 
each  type 
equity 

Total 
amount 
of  each 

t>'pe 
equity 

Percentage  of  total  equity 

of  each  type  acquired  by — 

Type  of  equity  capital  and 
classification  of  associations 

Purchase 

Capital 
retains 

Refunds 
retained 

Purchase 

and 
refunds 
retained 

Capital 
retains 

and 
refunds 
retained 

Purchase, 

capital 

retains, 

and 
refunds 
retained 

1,000 

Number 

dol, 



Percent 

Common  stock 

Centralized 

94 

63,920 

61.1 

9.9 

14.6 

7,8 

5.1 

1.5 

Federated 

114 

159,340 

7.5 

0,9 

73.1 

18.5 

— 

(1) 

Mixed-membership 

34 

60,819 

18.2 

0,1 

33.3 

48.3 

~ 

0.1 

Preferred  stock 

Centralized 

62 

54,196 

42.0 

4.6 

26.4 

19,6 

4.9 

2,5 

Federated 

70 

241,884 

23.9 

(M 

52,2 

19,9 

— 

4.0 

Mixed-membership 

18 

32,095 

60.0 

~ 

33.6 

6.4 

~ 

~ 

Certificates  of  equity  with 

matiurity  dates 

Centralized 

27 

101,495 

4,3 

29,9 

39.3 

6.7 

19.1 

0.7 

Federated 

20 

13,598 

50,4 

8.6 

31,2 

4.6 

— 

5.2 

Mixed-membership 

10 

11,615 

60.5 

~ 

39.5 

~ 

~ 

~ 

Certificates  of  equity'  with- 

out maturity  dates 
Centralized 

80 

114,446 

4.8 

28.0 

42,4 

4.6 

19.9 

0.3 

Federated 

42 

101,362 

1.5 

28.1 

63,4 

0,3 

6.7 

— 

Mixed-membership 

25 

47,167 

21,1 

18.0 

30.6 

~ 

23.0 

7.3 

Allocated  capital  credits 

Centralized 

159 

176,140 

— 

8.4 

68.2 

— 

23.4 

— 

Federated 

106 

91,153 

— 

8.2 

74.4 

— 

17.4 

— 

Mixed-membership 

40 

90,287 

~ 

0.3 

78.5 

— 

21.2 

~ 

^  Less  than  0.05  percent. 


entirely   by   purchase;    and   the    remaining    1 
percent  by  a  combination  of  these  methods. 

Preferred  Stock 

At  the  close  of  fiscal  year  1962,  nearly  22 
percent  of  total  equity  capital  of  the  448 
regionals  was  in  the  form  of  preferred  stock. 
Total  preferred  stock  outstanding  amounted  to 
nearly  $328  million.  Thirty  percent  of  the 
regionals  reported  some  preferred  stock. 

Members,  patrons,  and  others  purchased 
outright    30   percent   of   the  preferred  stock. 


They  acquired  another  19  percent  through  the 
combined  method  of  purchase  and  refunds 
retained.  Over  46  percent  of  the  total  was 
acquired  entirely  by  patrons  as  a  result  of 
reinvesting  their  annual  patronage  refunds  with 
the  cooperatives  for  redemption  at  some  future 
time.  Less  than  1  percent  resulted  from  capital 
retains.  The  other  4  percent  was  acquired  by  a 
combination  of  these  methods. 

Preferred  stock  is  used  more  extensively  by 
farm  supply  regionals  than  by  regional  co- 
operatives   engaged    in    marketing   or   other 
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functions.  Table  10  shows  how  preferred  stock 
was  acquired  by  the  cooperatives  when  they 
were  classified  according  to  major  function. 

The  225  centralized  regionals  had  outstand- 
ing preferred  stock  totaling  $54  million  in 
1962  (table  11)„  Of  this  amount,  42  percent 
was  purchased  outright,  5  percent  resulted 
from  capital  retains,  and  26  percent  repre- 
sented retained  refunds.  The  balance  was  ac- 
quired by  a  combination  of  these  methods: 
20  percent  by  purchase  and  retained  refunds, 
5  percent  by  capital  retains  and  retained  re- 
funds, and  2  percent  by  all  three  methods. 

Preferred  stock  of  the  162  federated 
regionals  totaled  almost  $242  million.  About 
24  percent  of  this  was  purchased,  52  percent 
represented  retained  refunds,  and  another  20 
percent  was  acquired  by  a  combination  of 
these  two  methods.  The  other  4  percent  was 
acquired  by  all  three  methods  combined. 

Preferred  stock  totaling  $32  million  was  re- 
ported by  the  61  mixed-membership  regionals. 
Sixty  percent  of  this  stock  was  acquired  by 
outright  purchase,  34  percent  was  acquired  by 
reinvesting  patronage  refunds,  and  the  re- 
maining 6  percent  was  acquired  by  a  combina- 
tion of  these  two  methods. 


Table  10  shows  methods  of  acquiring  ma- 
turity-dated equity  certificates  by  regional 
cooperatives  when  classified  by  major 
functions. 

An  analysis  was  also  made  of  methods  of 
acquiring  maturity-dated  equity  certificates 
when  the  cooperatives  were  classified  accord- 
ing to  type  of  membership  (table  11).  However, 
most  of  these  certificates  were  issued  by 
the  centralized  group  of  cooperatives.  The 
centralized  regionals  reported  certificates  of 
equity  with  maturity  dates  totaling  over  $101 
million,  80  percent  of  all  equity  of  this  type„ 
However,  only  27  of  the  225  centralized  re- 
gionals reported  any. 

Of  the  $101  million,  39  percent  was  acquired 
by  reinvesting  patronage  refunds,  30  percent 
was  acquired  by  capital  retains,  and  4  percent 
by  outright  purchase.  The  other  27  percent 
was  acquired  by  a  combination  of  these  meth- 
ods: 19  percent  by  capital  retains  and  retained 
refunds,  7  percent  by  purchase  and  retained 
refunds,  and  1  percent  by  all  three  methods. 


Equity  Certificates  without 
Maturity  Dates 


Equity  Certificates  with 
Maturity  Dates 

Of  the  448  cooperatives,  57  reported  some 
certificates  of  equity  with  maturity  dates. 
Total  equity  of  this  type  amounted  to  almost 
$127  million. 

About  39  percent  of  the  equity  certificates 
carrying  fixed  maturity  dates  were  acquired  by 
refunds  retained,  25  percent  by  capital  retains, 
and  14  percent  by  purchase.  The  other  22 
percent  were  acquired  by  a  combination  of 
these  methods:  16  percent  by  capital  retains 
and  retained  refunds,  and  6  percent  by  pur- 
chase and  retained  refunds. 


Of  the  448  regionals,  147  showed  certificates 
of  equity  without  maturity  dates  on  their  1962 
balance  sheets.  Total  equity  of  this  type 
amounted  to  $263  million. 

About  half,  48  percent,  of  the  certificates 
of  equity  without  a  fixed  due  date  were  ac- 
quired by  refunds  retained.  Twenty-six  percent 
were  acquired  by  capital  retains  and  6  percent 
by  purchase.  An  additional  15  percent  were 
acquired  by  both  capital  retains  and  refunds 
retained,  2  percent  by  purchase  and  refunds 
retained,  and  the  other  2  percent  by  all  three 
methods. 

Patrons  of  farm  supply  regionals  acquired 
their  equity  certificates  without  a  fixed  due 
date  almost  entirely  by  refunds  retained  (table 
10)„  Patrons  of  marketing  regionals  acquired 
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42  percent  of  their  equity  of  this  type  by  the 
refunds  retained  method,  but  35  percent  was 
acquired  as  a  result  of  capital  retains,  and  17 
percent  by  both  capital  retains  and  retained 
refunds. 


Allocated  Book  Credits 


Two  out  of  three  of  the  448  regional  coop- 
eratives had  allocated  book  credits  on  their 
balance  sheets  at  the  close  of  fiscal  year 
1962.  Equity  capital  in  the  form  of  allocated 
credits  amounted  to  almost  $358  million. 

Nearly  73  percent  of  the  book  credits  were 
acquired  by  members  and  patrons  of  the 
cooperatives  through  the  process  of  reinvest- 
ing patronage  refunds  for  cash  redemption  at 
some  future  date;  6  percent  were  acquired 
by  capital  retains  from  sales  proceeds;  and 
the  other  21  percent  by  a  combination  of 
these  two  methods. 

Patrons  of  the  farm  supply  and  diversified 
regionals  acquired  their  allocated  book  credits 
entirely  by  reinvesting  patronage  refunds,  but 
patrons  of  the  marketing  and  bargaining  asso- 
ciations acquired  a  portion  of  their  capital 
credits  by  capital  retains  from  sales  pro- 
ceeds. 


Dividends  and  Interest  on  Equity 
Capital 

The  question  of  whether  members  and  patrons 
should  receive  dividends  or  interest  on  the 
money  they  have  invested  in  their  cooperatives 
is  one  on  which  there  is  considerable  disagree- 
ment. Some  regional  cooperatives  followed  the 
policy  in  1962  of  paying  no  returns  on  any  out- 
standing equity  capital,  A  few  provided  at  least 
a  modest  rate  of  return  on  all  member  equity. 
Many,  however,  took  a  middle-of-the-road  ap- 
proach and  paid  interest  or  dividends  on  some 
types  of  equity,  but  not  on  others. 


In  deciding  whether  to  pay  dividends  on 
equity  capital,  much  should  depend,  first, 
on  how  the  capital  was  acquired,  and  second, 
on  whether  it  is  held  by  members  and  patrons 
on  a  proportional  basis.  If  investment  by 
individual  members  is  not  in  proportion  to 
patronage,  some  realignment  is  needed.'^  If 
realignment  is  not  feasible,  dividends  may 
be  warranted. 

Over  65  percent  of  the  equity  capital  ($1,498 
million)  of  the  448  regional  cooperatives  was 
noninterest  bearing  in  1962.  Less  than  2  per- 
cent carried  an  interest  rate  of  over  6  per- 
cent per  annum.  None  of  the  cooperatives  re- 
ported an  interest  rate  on  any  equity  capital 
exceeding  8  percent. 

Table  12  shows  the  rates  of  return  paid  on 
total  "allocated"  equity  capital  of  $1,363  mil- 
lion reported  by  the  448  cooperatives.  Unallo- 
cated reserves  and  miscellaneous  equity, 
amounting  to  about  $135  million,  are  not  in- 
cluded in  this  total.  "Allocated"  equity,  repre- 
sented by  capital  stock,  membership  certifi- 
cates, certificates  of  equity,  and  allocated 
book  credits — the  kinds  of  equity  that  are 
interest  bearing  in  some  of  the  cooperatives- 
are  included  in  table  12.  This  table  shows 
that  nearly  38  percent  of  this  "allocated" 
equity  of  the  448  cooperatives  was  interest 
bearing  in  1962. 

A  comparison  of  interest  and  dividend  rates 
of  the  regionals,  grouped  by  major  function 
and  membership  classification,  is  also  pro- 
vided in  table  12.  On  a  membership  basis, 
the  mixed-membership  cooperatives  paid  some 
dividends  on  a  higher  percentage  of  their  total 
allocated  equity  than  the  centralized  and  fed- 
erated cooperatives  did. 

The  centralized  cooperatives  reported  that 
nearly  64  percent  of  their  allocated  equity 
was  noninterest  bearing.  Another  3  percent 
carried  an  interest  rate  of  less  than  4  per- 
cent.   They   reported    less    than  5  percent  of 


^Griffin,  Nelda.  How  Adjustable  Revolving  Fund 
Capital  Plan  Works.  U.S.  Dept.  Agr.,  Farmer  Coopera- 
tive Serv.,  Gen.  Rpt.  Ill,  April  1963. 
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Table  12„ — Interest  and  dividend  rates  on  allocated  equity  capital  of  448  regional  farmer  cooperatives,  by  major 
function  and  membership  classification,  shown  by  percentage  of  allocated  equity  bearing  interest  at  each  rate, 
fiscal  year  1962 


Classification 
of  associations 

Associa- 
tions 

Total 

allocated 

equity 

Percentage  of  total  allocated  equity  with 

nterest 

rates  of- — 

0 
percent 

1  or  2 
percent 

3  per- 
cent 

4  per- 
cent 

5  per= 
cent 

6  per- 
cent 

Over  6 
percent 

Number 

1,000 

dol. 

All  regionals 
Centralized 
Federated 
Mixed-membership 

448 

225 

162 

61 

1,363,322 
510,893 
607,440 
244,989 

62.1 
63.6 
63.2 
53,2 

3.8 
1.1 
5,1 
6.2 

6,1 
1.8 
8,8 
8,2 

9.6 
10.2 
11,3 

4.0 

11.9 

14,6 

7,6 

19.9 

4,5 
4.1 
3,5 
8.3 

2.0 
4,6 
0.5 
0.2 

Farm  supply 
Centralized 
Federated 
Mixed -membership 

105 
22 
59 
24 

480,200 

84,044 
290,124 
106,032 

56.4 
74.4 
61.2 
28.9 

8.3 

8.5 
14,4 

10.1 

10,7 
16,7 

4.7 
9.1 
3.8 
3.7 

12.6 

15,8 

8.8 

20.4 

7.7 
0.5 
7,0 
15.4 

0.2 
0,2 
(M 
0.5 

Marketing 
Centralized 
Federated 
Mixed-membership 

251 

147 

77 

27 

638,549 

304,725 

242,014 

91,810 

67.5 
63.7 
63.8 
82.2 

1.6 
1.5 
2.4 

4.9 
2,6 
9.3 
0.7 

13.7 

13,7 

17.1 

4.9 

6.1 

6.4 

7.0 

11.0 

2.5 
4,5 
0,4 
lo2 

3,7 
7.6 

Diversified 
Centralized 
Federated 
Mixed-membership 

24 

12 

6 

6 

177,424 
59,736 
71,773 
45,915 

50.1 
29.2 
67.4 
50.2 

0.3 
0.2 
0.4 

0,9 

3.5 

10.3 
0.6 

23.1 
2.9 

32,9 

62,8 

5.3 

37.2 

4.0 

7,2 

6,2 

1.5 

3.8 

Bargaining  and  service 
Centralized 
Federated 
Mixed-membership 

68 

44 

20 

4 

67,149 

62,388 

3,529 

1,232 

83.0 

81.9 

96.5 

100.0 

1.8 
1.9 

2.1 

2.1 
1.5 

3.4 

3.7 

6.3 
6,7 
2.0 

3.4 

3,7 

~ 

Less  than  0.05  percent. 


their  combined  allocated  equity  capital  bear- 
ing interest  of  more  than  6  percent  per  annum. 

The  federated  cooperatives  reported  63 
percent  of  their  total  allocated  equity  as 
noninterest  bearing.  Only  one-half  of  1  per- 
cent of  their  combined  allocated  equity  carried 
an  interest  rate  exceeding  6  percent. 

The  mixed- membership  regionals,  on  the 
other  hand,  reported  that  53  percent  of  their 
total  allocated  equity  was  noninterest  bearing. 
But  only  two-tenths  of  1  percent  carried  an 
interest  rate  exceeding  6  percent. 

A  greater  percentage  of  equity  capital 
represented  by  preferred  stock  and  certifi- 
cates of  equity  with  fixed  maturity  dates  is 
interest   bearing   than   that  of  other  types  of 


equity  capital.  The  sections  to  follow  discuss 
and  compare  interest  and  dividend  rates  on 
most  types  of  allocated  equity.  Very  few 
associations  pay  interest  on  nonstock  mem- 
bership certificates  or  allocated  book  credits. 


Common  Stock 


Of  the  448  cooperatives,  242  showed  out- 
standing common  stock  totaling  $284  million 
on  their  balance  sheets  at  the  close  of  fiscal 
year  1962  (table  13).  Fifty-three  percent  of  this 
was  noninterest- bearing  stock.  The  balance 
carried  interest  rates  of  from  2  to  8  percent 
annually. 
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Table  13. — Interest  and  dividend  rates  on  various  types  of  equity  capital  of  448  regional  farmer  cooperatives,  by 
major  function,  with  percentage  of  total  equity  of  each  type  bearing  interest  at  each  rate,  fiscal  year  1962 


Associa- 

Total 

Percentage  of  total  equity  of  each  type  with  i 

nterest  rates  of— 

Type  of  equity  capital 

tions  with 

amount 

and  classification  of 

each  type 

of  each 

0 

associations 

equity 

type 

1  or  2 

3 

4 

5 

6 

Over  6 

equity 

per- 
cent 

percent 

percent 

percent 

percent 

percent 

percent 

1,000 

Number 

dol. 

Common  stock 

All  associations 

242 

284,079 

53.1 

6.6 

12.6 

5.9 

7.4 

6.7 

7.7 

Farm  supply 

82 

157,797 

67.7 

9.2 

10.0 

2.3 

1,6 

9.2 

— 

Marketing 

135 

80,138 

10.1 

5.0 

22.9 

16.5 

16.1 

5,7 

23.7 

Diversified 

10 

45,727 

78.1 

0.7 

3.5 

0.1 

11.7 

— 

5.9 

Bargaining 

6 

117 

91.0 

— 

9.0 

— 

— 

— 

— 

Service 

9 

300 

81.8 

— 

18.2 

~ 

~ 

~ 

~ 

Preferred  stock 

All  associations 

150 

328,175 

30.3 

7.9 

12.2 

20.6 

18.8 

8,5 

1.7 

Farm  supply 

50 

208,812 

33.0 

11.8 

15.1 

7.0 

22.5 

10.2 

0,4 

Marketing 

84 

94,239 

31.9 

1.4 

7.9 

35.8 

10.9 

7.0 

5.1 

Diversified 

10 

22,491 

0.6 

0.6 

— 

80.6 

18.1 

0.1 

— 

Bargaining 

3 

2,592 

— 

— 

38.0 

42.4 

19.6 

— 

— 

Service 

3 

41 

100.0 

~ 

~ 

~ 

~ 

— 

~ 

Certificates  of  equity  with 

maturity  dates 

All  associations 

57 

126,708 

38.7 

1.6 

1.7 

18.9 

35.2 

3.9 

~ 

Farm  supply 

19 

21,076 

20.9 

4,0 

5.4 

17.1 

47,9 

4.7 

— 

Marketing 

28 

72,502 

49.2 

— 

1.5 

27.9 

16.0 

5.4 

— 

Diversified 

2 

19,475 

— 

— 

— 

0.5 

99.5 

~ 

— 

Bargaining 

8 

13,655 

65.3 

8.8 

— 

~ 

25.5 

0,4 

~ 

Service 

— 

— 

— 

— 

— 

— 

— 

— 

— 

Certificates  of  equity  with- 

out maturity  dates 

All  associations 

147 

262,975 

72.1 

1.9 

1.9 

8,1 

13.2 

2.8 

— 

Farm  supply 

25 

24,132 

92.5 

— 

1.4 

2.9 

2,7 

0.5 

— 

Marketing 

91 

184,390 

81.7 

2.7 

2.4 

10.5 

2.3 

0.4 

~ 

Diversified 

10 

35,097 

3.6 

— 

— 

(M 

84.2 

12,2 

— 

Bargaining 

19 

19,316 

79.6 

— 

1.7 

5.8 

1.4 

11.5 

— 

Service 

2 

40 

100.0 

~ 

— 

~ 

~ 

~ 

~ 

^Less  than  0.05  percent. 


Over  two-thirds  of  the  common  stock  of 
farm  supply  regionals  was  noninterest  bearing, 
and  less  than  8  percent  carried  an  interest 
rate  exceeding  6  percent.  The  marketing 
regionals  reported  that  only  10  percent  of 
their  common  stock  was  noninterest  bearing, 
and  nearly  24  percent  of  it  carried  an  in- 
terest rate  exceeding  6  percent. 


Over  40  percent  of  the  $64  million  in  common 
stock  reported  by  94  centralized  cooperatives 
and  72  percent  of  the  $159  million  reported  by 
114  federated  cooperatives  was  noninterest 
bearing  in  1962.  But  less  than  2  percent  of 
all  the  common  stock  of  the  federated  coop- 
eratives carried  an  interest  rate  of  from  6  to 
8  percent;  whereas  36  percent  of  the  common 
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stock  of  the  centralized  regionals  bore  in- 
terest at  rates  of  from  6  to  8  percent 
(table  14). 

The  34  mixed-membership  associations  re- 
ported that  less  than  17  percent  of  their  $61 
million  in  common  stock  was  noninterest 
bearing.  Twenty-four  percent  of  the  common 
stock  reported  by  the  mixed-membership  co- 
operatives bore  interest  at  a  rate  of  1  or  2 
percent  annually,  and  30  percent  bore  interest 
at  a  rate  of  3  percent  annually.  But  nearly  24 
percent  bore  interest  at  a  rate  of  6  percent 
annually.  Detailed  data  on  rates  of  interest  on 
the  common  stock  of  the  associations  are 
shown  in  tables  13  and  14. 


Preferred  Stock 

Tables  13  and  14  also  provide  information 
on  preferred  stock  dividends.  Of  the  448 
associations,  150  had  outstanding  preferred 
stock  at  the  close  of  fiscal  year  1962  totaling 
$328  million.  Thirty  percent  of  this  was  non- 
interest  bearing  stock.  The  balance  bore  in- 
terest at  rates  of  from  2  to  8  percent  annually. 
Less  than  2  percent  of  total  preferred  stock 
bore  interest  at  rates  exceeding  6  percent 
annually. 

Nearly  64  percent  of  the  $328  million  in 
preferred  stock  was  reported  by  50  farm  sup- 
ply regionals.  Table  13  provides  a  comparison 


Table  14. — Interest  and  dividend  rates  on  various  types  of  equity  capital  of  448  regional  farmer  cooperatives,  by 
membership  classification,  with  percentage  of  total  equity  of  each  type  bearing  interest  at  each  rate,  fiscal  year  1962 


Associa- 

Total 

Percentage  of  total  equity  of  each 

type  with 

interest  rates  of-~ 

Type  of  equity  capital 
and  classification  of 

tions  with 
each  type 

amount 
of  each 

associations 

type 

0 

1  or  2 

3 

4 

5 

6 

Over  6 

equity 

equity 

per= 
cent 

percent 

per- 
cent 

percent 

percent 

percent 

percent 

1,000 

Number 

dol. 

Common  stock 

Centralized 

94 

63,920 

40.5 

(M 

14.3 

9.0 

6,9 

29.3 

Federated 

114 

159,340 

72.3        2,7 

11.1 

3,5 

8.6 

0.1 

1.7 

Mixed-membership 

34 

60,819 

16,8      24,0 

29.6 

3.5 

2.3 

23,8 

~ 

Preferred  stock 

Centralized 

62 

54,196 

9.5        1.7 

14.8 

25.5 

29.7 

10.0 

8,8 

Federated 

70 

241,884 

37.4      10.1 

12.5 

19,7 

12.0 

8.2 

0.1 

Mixed-membership 

18 

32,095 

10.9        2.3 

5.6 

18.6 

52.6 

8.3 

1,7 

Certificates  of  equity  with 

maturity  dates 

Centralized 

27 

101,495 

42.2        1,2 

1.0 

15.8 

36.3 

3.5 

— 

Federated 

20 

13,598 

11.9        6.3 

6.9 

51.3 

15.9 

7.7 

— 

Mixed-membership 

10 

11,615 

39.5 

1.6 

8.0 

48.4 

2,5 

~ 

Certificates  of  equity  with- 

out maturity  dates 

Centralized 

80 

114,446 

65.2        3.3 

0,3 

11.2 

13.7 

6.3 

— 

Federated 

42 

101,362 

85.1         1.4 

4,6 

7.6 

1.2 

0.1 

— 

Mixed-membership 

25 

47,167 

60.7 

~ 

1.5 

37,8 

(M 

— 

^  Less  than  0.05  percent. 
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of  preferred  stock  dividend  rates  of  farm 
supply,  marketing,  and  other  functional  asso- 
ciations. 

A  comparison  of  preferred  stock  dividend 
rates  of  regionals,  based  on  membership 
classification  of  the  associations,  is  shown 
in  table  14.  Over  37  percent  of  preferred 
stock  of  the  federated  cooperatives  was  non- 
interest  bearing  in  1962,  and  only  0.1  of 
1  percent  carried  a  dividend  rate  exceeding 
6  percent.  Nearly  11  percent  of  the  stock  of 
the  mixed-membership  cooperatives  was  non- 
interest  bearing,  and  less  than  2  percent 
carried  a  rate  exceeding  6  percent.  The  cen- 
tralized associations  reported  that  nearly  10 
percent  of  their  preferred  stock  was  non- 
interest  bearing  and  that  almost  9  percent 
carried  an  interest  rate  exceeding  6  percent. 


Equity  Certificates  with 
Maturity  Dates 

Only  57  of  the  448  cooperatives  reported 
certificates  of  equity  with  fixed  maturity  dates 
outstanding  at  the  close  of  fiscal  year  1962. 


The  total  value  of  these  certificates  amounted 
to  $127  million.  Approximately  39  percent  of 
this  equity  capital  was  noninterest  bearing. 
The  balance  bore  interest  at  rates  of  from 
2  to  6  percent  annually  (table  13). 

Eighty  percent  of  the  $127  million  in  equity 
certificates  with  maturity  dates  was  issued 
by  27  centralized  regionals.  Forty-two  per- 
cent of  it  was  noninterest  bearing,  and  52 
percent  carried  interest  rates  of  4  or  5  per- 
cent annually  (table  14). 


Equity  Certificates  without 
Maturity  Dates 


Of  the  448  regionals,  147  reported  certifi- 
cates of  equity  without  maturity  dates  on  their 
1962  balance  sheets. 

Total  capital  of  this  type  amounted  to  $263 
million.  Seventy-two  percent  of  it  was  non- 
interest  bearing  equity.  The  balance  bore 
interest  at  rates  ranging  from  1  to  6  percent 
annually  (tables  13  and  14). 


Borrowed  Capitol 


Total  outstanding  •  borrowed  capital  of  the 
448  regional  farmer  cooperatives  at  the  close 
of  fiscal  year  1962  amounted  to  over  $619 
million.  Of  the  448  cooperatives,  approxi- 
mately two-thirds  reported  borrowed  capital 
outstanding   at   the   close   of  the  fiscal  year. 

As  a  group,  the  145  centralized  associations 
had  combined  outstanding  borrowed  capital 
of  over  $170  million;  the  105  federated  asso- 
ciations had  over  $277  million  in  borrowed 
capital;  and  the  47  mixed-membership  asso- 
ciations had  over  $171  million.  These  figures 
exclude  CCC  loans  to  tobacco -marketing  co- 
operatives. 

Seasonal  or  short-term  borrowings,  unless 
they  happened  to  be  outstanding  at  the  close 
of   the   fiscal   year,    are    not   included  in  the 


above  figures.  In  an  effort  to  determine  annual 
peak  borrowings,  the  cooperatives  were  asked 
to  report  separately  for  each  loan  not  only 
the  amount  owed  at  the  end  of  the  fiscal  year 
but  also  the  maximum  amount  owed  during 
the  year,  including  short-term  or  seasonal 
loans  that  had  been  paid  in  full  before  the 
close  of  the  fiscal  year.  Total  peak  borrowings 
(excluding  CCC  funds)  of  $1,007  million  were 
reported. 


Sources  of  Borrowed  Capitol 

Total  borrowed  capital  appearing  on  balance 
sheets  of  the  regional  cooperatives  at  the 
close  of  their  fiscal  years  and  peaks  reached 
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during  the  year  are  shown  by  source  of  funds 
and  by  functional  classification  of  the  coop- 
eratives in  tables  15  and  16. 

Banks  for  cooperatives  were  the  most  im- 
portant source  of  credit  for  the  regional 
cooperatives.  The  cooperative  banks  accounted 
for  nearly  60  percent  of  borrowed  capital 
outstanding  at  the  close  of  the  fiscal  year,  and 
for  62  percent  of  peak  borrowings  during  the 
year.  Of  the  330  cooperatives  using  borrowed 


capital   during   the   year,    235  obtained  some 
funds  from  the  banks  for  cooperatives. 

Individuals  were  second  in  importance  to 
banks  for  cooperatives  as  a  source  of  credit. 
The  regionals  obtained  capital  from  indivi- 
duals by  direct  loans,  or  through  the  sale  or 
issuance  of  certificates  of  indebtedness  and 
debenture  bonds.  Debt  securities  of  various 
types  issued  to  individuals  accounted  for  20 
percent  of  borrowed  capital  outstanding  at  the 


Table  15.- 


-Sources  of  borrowed  capital  of  448  regional  farmer  cooperatives,  by  major  function  and  membership  classification,  with 
percentage  of  capital  outstanding  at  close  of  fiscal  year  1962  obtained  from  each  source 


Percentage 

of  total  borrowed  capital  obtained  from — 

Amount  of 

Associa- 

borrowed 

[ndividuals 

Classification 

tions  with 

capital 

Banks  for 
coopera- 
tives 

Other 

Sources 

not 
reported 

of  associations 

borrowed 
capital 

outstanding 
at  close  of 
fiscal  year 

Commer- 
cial banks 

Direct 

Certifi- 
cates of 
indebt- 
edness 

Deben- 
ture 
bonds 

farmer 
coopera- 
tives 

Other 
sources 

1,000 

Number 
297 

Hnl 

pQvr->  ciri' 

All  regionals  ■'- 

619,207 

59.9 

10.7 

5.3 

7,2 

7.8 

4.6 

2.9 

1.6 

Centralized^ 

145 

170,488 

59.9 

22.0 

2.5 

3,7 

3.3 

2.3 

2.0 

4.3 

Federated 

105 

277,395 

64.0 

3.4 

3.2 

10,6 

10.6 

5.4 

2.6 

0.2 

Mixed-membership 

47 

171,324 

53.2 

11.3 

11.7 

5,1 

7.6 

5.7 

4.1 

1,3 

Farm  supply 

76 

183,981 

47.6 

8.0 

3.8 

15.5 

11.4 

10.9 

2.1 

0.7 

Centralized 

19 

32,209 

48.0 

37.1 

2.1 

1.0 

4.7 

5.3 

1.4 

0.4 

Federated 

38 

101,505 

41.3 

2.5 

5.1 

27.6 

9.5 

11.0 

2.4 

0.6 

Mixed-membership 

19 

50,267 

59.9 

0.5 

2.1 

0.3 

19.8 

14.2 

2.0 

1.2 

Marketing  2 

159 

305,367 

67.5 

13.5 

8.1 

1.9 

2.7 

2.4 

3.1 

0.8 

Centralized 

78 

92,197 

64.3 

23.7 

3.0 

1,7 

3.0 

1.8 

1.6 

0.9 

Federated 

59 

142,799 

84.5 

4.8 

2,5 

0.7 

3.7 

2,4 

1.4 

(■^1 

Mixed-membership 

22 

70,371 

37.0 

17.7 

26.5 

4.7 

0.2 

3,3 

8.5 

2.1 

Marketing  (tobacco)  -"■    ^ 

15 

5,088 

88.3 

2.0 

7.9 

- 

1.8 

- 

(^) 

~ 

Diversified 

21 

103,873 

57.5 

7.2 

0.9 

9.4 

16.8 

0,6 

3.7 

3.9 

Centralized 

10 

20,730 

50.7 

3.9 

2.2 

19.0 

0.1 

— 

4.8 

19.3 

Federated 

5 

32,457 

43.9 



0.1 

1,3 

44.8 

1.1 

8.8 

— 

Mixed-membership 

6 

50,686 

69.0 

13.1 

0.8 

10.7 

5.8 

0.5 

4-) 

0.1 

Bargaining 

24 

20,456 

61,7 

13.2 

0.1 

2.0 

6,0 

2.4 

2.7 

11.9 

Centralized 

23 

20,264 

61.3 

13.4 

0.2 

2.0 

6.0 

2.4 

2.7 

12.0 

Federated 

1 

192 

100.0 



— 

— 

— 

— 

-- 

— 

Mixed-membership 

~ 

— 

— 

— 

— 

— 

— 

— 

— 

— 

Service 

2 

442 

100.0 

__ 

__ 











Centralized 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

Federated 

2 

442 

100.0 

— 

— 

— 

— 

— 

— 

— 

Mixed-membership 

— 

— 

— 

— 

— 

~ 

— 

— 

— 

— 

■'■  Excluding  $360  million  from  the  CCC  to  tobacco  cooperatives.  Of  the  448  cooperatives,  297  had  outstanding  borrowed  capital  at 
the  close  of  fiscal  year  1962  (excluding  10  tobacco-marketing  associations  that  reported  borrowed  capital  from  CCC  only). 
^  Excluding  15  tobacco-marketing  associations  reported  separately. 
^  All  classified  as  centralized  associations. 
"^  Less  than  0.05  percent. 
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Figure  3 

448   Regional   Former   Cooperatives 

SOURCES  OF  BORROWED  CAPITAL 

Based    on    Amounts    Outstanding    at    Close    of    Fiscal    Year    1962,     Excluding    CCC    Loans 
SOURCE  I:::::-:-:-:::::::-:::::'::::::::::::::::::::;?::':':':':"::::::;-::;!:;:;;!-!-!-!.;.:.:.:.:! 


Banks  for  Cooperatives 


Individuals 


47.6 


Commercial  Banks  ■ 


8.0 


Other  Farmer   Cooperatives  ••  4_5 


Fi:   2.4 


Other  Sources- 


2.9  ii 


Not  Reported- 


1.6 


:::J3.1 


2.1 


.7 


10.9 


COOPERATIVES  AND  BORROWED  FUNDS 


f:!;:;:;:;:}    251  Marketing  $305  Mil. 
m^l    105  Farm  Supply  $184  Mil. 
All  448  $619  Mil. 


FIGURES  IN  BARS  ARE  PERCEhIT  OF  TOTAL  SORROWED   FUNDS. 


Table  16. — Sources  of  borrowed  capital  of  448  regional  farmer  cooperatives,  by  major  function,  with  percentage  of  maximum 

amount  owed  during  fiscal  year  1962  obtained  from  each  source 


Associa- 

Maximum 
amount  of 
borrowed 

capital 
outstanding 

during 
fiscal  year 

Percentage 

of  total  borrowed  capital  obtained  from 

- 

Individuals 

tions  with 

borrowed 

capital 

Banks  for 
coopera- 
tives 

Commer- 
cial banks 

Other 
farmer 
coopera- 
tives 

Other 
sources 

of  associations 

Direct 

Certifi- 
cates of 
indebt- 
edness 

Deben- 
ture 
bonds 

Sources 
not 

reported 

1,000 

Number 
330 

dol. 
1,006,909 

All  regionals 

62,0 

17.1 

3.6 

4.6               5.2 

3.7 

2.5 

1.3 

Farm  supply 

80 

236,107 

51.9 

11.1 

3,2 

12.3             10.0 

9.0 

1.9 

0.6 

Marketing 

176 

595,432 

65.9 

21.7 

4,7 

1.2               1.4 

2.5 

2,1 

0.5 

Marketing  (tobacco) 

22 

11,293 

86.2 

8.9 

4.0 

0.9 

- 

(') 

~ 

Diversified 

23 

134.475 

60.7 

8.4 

0.8 

7.4             13.2 

0.7 

5.0 

3.8 

Bargaining 

27 

28,939 

57.7 

18.4 

0.1 

1.5               4.7 

2.0 

3,5 

12.1 

Service 

2 

663 

100.0 

~ 

~ 

- 

~ 

~ 

~ 

■"■Excluding  CCC  loans  of  $451  million  to  tobacco  cooperatives.  Of  the  448  associations,  330  used  some  borrowed  capital  during 
fiscal  year  1962  (excluding  10  tobacco-marketing  associations  that  reported  borrowed  capital  from  CCC  only). 


^Excluding  22  tobacco-marketing  associations  reported  separately. 
^Less  than  0.05  percent. 
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Figure  4 

448   Regional   Farmer   Cooperatives 

SOURCES  OF  BORROWED  CAPITAL 

Based    on    Maximum    Amounf    Owed    During    Fiscal    Year    1962,    Excluding    CC  C     Loans 


SOURCE 
Banks  for  Cooperatives  62.0 


Individuals 


Commercial  Banks 


Other  Farmer  Cooperatives  •••3.7i 


Other  Sources 


.1,1  I  I  1  1  1  1 


13.4 


i/.iii 


51.9 


2.5 


COOPERATIVES  AND  BORROWED  FUNDS 


9.0 


:;:;:;:;j    251  Marketing  $595  Mil. 
IH    105  Farm  Supply  $236  Mil. 
All  448  $1,007  Mil. 


Not  Reported 


1.3 


FIGURES  IN  BARS  ARE  PERCENT  OF  TOTAL  BORROV/ED  FUNDS. 


close  of  the  fiscal  year,  and  for  over  13  per- 
cent of  peak  borrowings  during  the  year. 

Commercial  banks  furnished  the  coopera- 
tives with  nearly  11  percent  of  their  borrowed 
capital  outstanding  at  the  close  of  the  fiscal 
year,  and  with  17  percent  of  peak  borrowings 
during  the  year.  Use  of  borrowed  capital 
from  commercial  banks  during  the  year  was 
reported  by  112  of  the  associations. 

Other  farmer  cooperatives  supplied  almost 
5  percent  of  the  borrowed  capital  of  regional 
farmer  cooperatives  outstanding  at  the  end 
of  the  fiscal  year,  and  about  4  percent  of 
their  peak  borrowings  during  the  year.  Funds 
borrowed  from  other  farmer  cooperatives 
were  reported  by  54  of  the  associations. 

All  other  sources  of  credit  combined  ac- 
counted for  only  4  percent  of  total  borrowed 
capital  of  the  cooperatives.  Other  sources 
included  insurance  companies,  marketing  and 
supply  companies.  State  farm  organizations, 
credit  unions,  and  employee  trust  funds. 


Sources  of  Borrowed  Capital  by 
Major  Function  of  Cooperatives 

Sources  and  amounts  of  borrowed  capital 
of  regionals  varied  substantially  according  to 
type  or  major  function  of  the  cooperative. 
Tables  15  and  16  also  show  detailed  data  on 
all  borrowed  capital  outstanding  at  the  close 
of  the  fiscal  year  and  peak  borrowings  during 
the  year. 

Figures  3  and  4  show,  for  example,  that 
marketing  regionals  borrowed  a  larger  per-^ 
centage  of  their  capital  from  banks  than  did 
farm  supply  regionals.  The  farm  supply  group 
of  cooperatives,  on  the  other  hand,  obtained 
far  more  loan  capital  by  issuing  certificates 
of  indebtedness  and  debenture  bonds. 

The  farm  supply  regionals  also  borrowed  a 
much  larger  percentage  of  their  total  bor- 
rowed capital  from  other  farmer  coopera- 
tives, mostly  local  member  associations,  than 
the  other  groups  did. 
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Sources  and  amounts  of  borrowed  capital 
also  varied  substantially  according  to  the 
type  of  membership  of  the  cooperatives,  as 
shown  in  table  15. 

The  data  in  this  table  suggest  some  basic 
differences  in  financing  patterns.  For  example, 
commercial  banks  supplied  22  percent  of 
outstanding  borrowed  funds  of  centralized 
cooperatives,  compared  with  only  3.4  percent 
of  funds  borrowed  by  .federated  associations. 
Also,  the  sale  of  certificates  of  indebtedness 
and  debentures  to  individuals  accounted  for 
over  21  percent  of  borrowed  capital  outstand- 
ing in  federated  cooperatives,  while  individ- 
uals purchased  only  7  percent  of  the  total 
borrowed  capital  of  the  centralized  group  of 
cooperatives. 

A  further  analysis  of  sources  and  amounts 
of  debt  capital  was  made  to  determine  whether 


trends,  such  as  those  ^mentioned  above,  were 
universal  with  regional  farmer  cooperatives. 
Heavy  borrowing  by  a  few  associations  con- 
tributed rather  significantly  in  some  cases  to 
borrowing  patterns.  This  can  best  be  seen  by 
comparing  the  number  of  associations  bor- 
rowing funds  during  the  year  from  each 
source  (table  16)  with  the  percent  of  total 
peak  borrowings  from  the  same  source  (table 
17). 


Sources  of  Borrowed  Capital  by 
Farm  Credit  Districts 


Sources  and  amounts  of  borrowed  capital 
of  the  regional  cooperatives  located  in  each 
farm  credit  district  are  shown  in  table  18. 


Table  17. — Sources  of  borrowed  capital  of  448  regional  farmer  cooperatives,  classified  by  major  function,  with  number  of 
associations  borrowing  from  each  source  during  fiscal  year  1962 


Maximum 

amount  of 

borrowed 

capital 

outstanding 

during  fiscal 

year  1962 

Associa- 
tions 
reporting 

any 

borrowed 

capital 

Number  of  associations  with  any  borrowed  capital  during 

the  year  from — 

Banks  for 
coopera- 
tives 

Commer- 
cial banks 

Individuals 

Other 
farmer 
coopera- 
tives 

Other 
sources 

Classification 
of  associations 

Direct 

Certifi- 
cates of 
indebt- 
edness 

Deben- 
ture 
bonds 

Sources 

not 
reported 

1,000 

dol 

Number 
330 

All  regionals 

1,006,909 

235 

112 

69 

22                46 

54 

51 

26 

Farm  supply 

236,107 

80 

50 

26 

22 

10                16 

21 

17 

9 

Marketing  ^ 

595,432 

176 

133 

59 

33 

7                19 

26 

18 

8 

Marketing  (tobacco) 

11,293 

22 

14 

8 

5 

1 

-- 

1 

~ 

Diversified 

134,475 

23 

17 

9 

7 

4                  7 

4 

7 

5 

Bargaining 

28,939 

27 

19 

10 

2 

1                  3 

3 

8 

4 

Service 

663 

2 

2 

~ 

~ 

-- 

- 

- 

~ 

•"■Excluding  CCC  loans  of  $451  million  to  tobacco  cooperatives.  Of  the  448  associations,  330  used  some  borrowed  capital  during 
fiscal  year  1962  (excluding  10  tobacco-marketing  associations  that  reported  borrowed  capital  from  CCC  only). 
^Excluding  22  tobacco-marketing  associations  reported  separately. 
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Table  18. --Sources  of  borrowed  capital  of  448  regional  farmer  cooperatives,  by  farm  credit  districts,  with  percentages  of  capital 
outstanding  at  the  close  of  fiscal  year  1962  obtained  from  each  source  """ 


Percentage 

of  total  borrowed  capital  obtained  frorr 

Associa- 
tions with 

Amount  of 
borrowed 

Individuals 

head- 
quarters 
in  each 
district 

capital 
outstanding 
at  close  of 
fiscal  year 

Banks  for 
coopera- 
tives 

Commer- 
cial banks 

Other 
farmer 
coopera- 
tives 

Other 
sources 

Farm  credit 
district 

Direct 

Certifi- 
cates of 
indebt- 
edness 

Deben- 
ture 
bonds 

Sources 

not 
reported 

1,000 

Number 
27 

dol. 
29,782 

Springfield 

51.9 

31.4 

1,9 

0.5               6.3 

4.2 

1.5 

2.3 

Baltimore 

27 

30,213 

65.3 

0.2 

0.1 

1.3             20.7 

12.2 

0.2 

- 

Columbia 

29 

47,317 

70.8 

24.4 

1.2 

0.8 

0.1 

- 

2.7 

Louisville 

50 

54,147 

57.9 

2.2 

0.6 

0.2             32.5 

0.1 

5.3 

1.2 

New  Orleans 

19 

16,850 

93.8 

3.5 

1.0 

(2)                0.7 

0.5 

0.1 

0.4 

St.  Louis 

42 

135,959 

53.8 

0.9 

2.5 

28.7               8.6 

4.9 

0.1 

0.5 

St,  Paul 

78 

97,721 

72.5 

1.4 

3.8 

3.4               5.5 

10.7 

2.7 

-- 

Omaha 

44 

30,581 

62.8 

1.5 

4.4 

3.6             13.8 

8.8 

-- 

5,1 

Wichita 

19 

13,806 

93.2 

2.0 

0.5 

1.7 

2,3 

0.3 

-- 

Houston 

25 

17,866 

82.4 

2.9 

4.7 

(2) 

6,1 

3.9 

-- 

Berkeley 

55 

128,283 

43.3 

27.2 

16.2 

0.1               0.3 

1.6 

8.3 

3.0 

Spokane 

33 

16,682 

52.6 

27.6 

8.5 

1.3               0.8 

0.4 

1.0 

7.8 

All  associations 

448 

619,207 

59.9 

10.7 

5.3 

7.2               7.8 

4,6 

2.9 

1.6 

-'-  Excluding  $360  million  from  the  CCC  to  tobacco-marketing  cooperatives. 
2  Less  than  0.05  percent. 


Credit  provided  by  the  12  district  banks 
for  cooperatives  ranged  from  43  percent  of 
total  borrowed  capital  in  the  Berkeley  district 
to  94  percent  in  the  New  Orleans  district. 

Commercial  banks  furnished  as  much  as 
31  percent  of  the  total  in  one  district  and  as 
little  as  two-tenths  of  1  percent  in  another. 


Interest  Rates  on  Borrowed  Capital 


Interest  rates  paid  on  funds  borrowed  by 
regional  farmer  cooperatives  ranged  from 
zero  to  10  percent.  Table  19  shows  rates  of 
interest  at  time  of  last  payment  for  all  bor- 
rowed capital  outstanding  at  the  close  of  fiscal 
year  1962  by  source  of  capital. 


No  effort  was  made  to  determine  bases  used 
to  compute  interest  rates  or  whether  any 
special  charges  were  made.  The  cooperatives 
were  asked  to  report  their  annual  interest 
rates  ''at  time  of  last  payment"  because 
according  to  some  loan  agreements  the  rate 
of  interest  is  subject  to  change  before  the  loan 
is  fully  paid.  For  example,  the  banks  for 
cooperatives  have  various  systems  for  ad- 
justing interest  rates  paid  by  borrowers  to 
reflect  increasing  and  decreasing  costs  of 
money  to  the  banks.  This  "variable  interest 
rate"  provides  an  established  means  of  main- 
taining a  definite  relationship  between  the 
lending  rate  and  the  cost  of  funds  to  the 
lender. 

Total  outstanding  borrowed  capital  at  the 
close  of  the  fiscal  year  amounted  to  $619 
million     (excluding     CCC    loans    to    tobacco 
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cooperatives).  Information  in  table  19  relates 
only  to  borrowed  capital  for  which  source 
and  interest  rates  were  reported.  This 
amounted  to  over  $504  million. 

Cooperatives  were  paying  from  4  1/4  to  5 
percent  on  almost  79  percentof  their  borrowed 
capital.  Sixty  percent  of  the  total  borrowed 
capital  carried  interest  rates  of  less  than 
5  percent.  More  borrowed  capital,  35  percent 
of  the  total  amount  reported,  was  bearing 
interest  at  the  rate  of  4  1/2  percent  per 
annum  than  at  any  other  specific  rate. 

Only  $7  million,  or  1.3  percent  of  all  bor- 
rowed capital  outstanding  at  the  close  of  the 
fiscal  year,  carried  interest  rates  of  less 
than  4  percent.  Only  0.2  percent  of  total  bor- 
rowed capital  carried  rates  of  interest  in 
excess  of  6  percent  annually. 

Most  of  the  funds  that  were  borrowed  from 
banks  for  cooperatives,  92  percent,  carried 
interest  rates  of  4  1/4,  4  1/2,  4  3/4,  or  5 
percent.  No  funds  from  cooperative  banks 
were  reported  at  rates  lower  than  4  percent 
or  higher  than  5  3/4  percent.  This  is  pri- 
marily because  these  banks  have  established 
lending  procedures  and  policies  that  do  not 
permit  bargaining  for  loans.  Interest  rates . 
charged  by  the  banks  for  cooperatives  in  each 
farm  credit  district  are  the  same  for  the  same 
type  of  loan  for  every  farmer  cooperative 
within  the  district.  The  rates,  however,  vary 
by  districts,  and  according  to  purpose,  term, 
and,  possibly,  collateral. 

The  cooperative  banks  generally  classify 
loans  as  follows: 

1.    Commodity  loans,  repaid  as  inventories 
are  sold. 


2.  Seasonal  operating  capital  loans,  usually 
geared  to  a  marketing  season  and  re- 
paid as  receivables  and  inventories  de- 
cline. 

3,  Term  operating  capital  and  facility  loans, 
designed  to  supplement  working  capital 
of  the  cooperatives  and  assist  in  financ- 
ing facilities,  and  repaid  from  net 
savings. 

Over  73  percent  of  funds  borrowed  by 
the  regional  cooperatives  from  commercial 
banks  carried  an  interest  rate  of  4  1/2  per- 
cent per  annum.  No  funds  were  borrowed 
from  this  source  at  less  than  4  percent  and 
only  a  small  percentage  at  over  5  1/2  per- 
cent. 

Thirty-five  percent  of  funds  borrowed  by 
the  regional  cooperatives  from  other  farmer 
cooperatives  carried  an  interest  rate  of  4 
percent  or  less  per  annum.  Thirty-five  per- 
cent of  the  funds  borrowed  from  this  source 
were  bearing  interest  at  a  rate  of  6  percent 
per  annum. 

Interest  rates  on  capital  borrowed  from 
individuals  varied  rather  significantly  ac- 
cording to  type  of  loan  agreement  (table  19). 
Over  42  percent  of  the  funds  borrowed  di- 
rectly from  individuals  bore  interest  at  a 
rate  of  4  percent  or  less  annually.  Over  88 
percent  of  total  debt  capital  in  the  form  of 
certificates  of  indebtedness  bore  interest  at 
a  rate  of  5  or  5  1/2  percent.  Interest  rates 
on  debenture  bonds  issued  by  the  cooperatives 
ranged  from  3  to  6  percent  per  annum.  Fifty 
percent  of  the  debenture  bonds  carried  an 
interest  rate  of  4  1/2  or  5  percent  per  annum; 
13  percent  bore  interest  at  rates  of  4  percent 
or  less;  and  29  percent  bore  interest  at  rates 
exceeding  5  percent  annually. 
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Table  19. — Interest  rates  In  force  for  regional  farnner  cooperatives  by  source  of  borrowed  capital  outstanding 

at  close  of  fiscal  year  1962' 


Borrowed  capital 
outstanding 

F 

ercentage  of  borrowed  capital  bearing  interest  at- 

Source  of  capital 

Amount 

As  percentage 
of  total 

Less 
than  4 

4 
per- 

4 1/4 
per- 

4 1/2 
per- 

4 3/4 
per- 

5 
per- 

5 1/4 
per- 

5 1,  2 
per- 

5 3,4 
per- 

6 
per- 

Over 6 
per- 

percent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

1,000 

dol. 

Percent 

Banks  for  cooperatives 

320,410 

63.5 

-- 

1.6 

10.4 

37.2 

18.0 

26.5 

6.0 

(n 

0.3 

— 

- 

Commercial  banks 

52,727 

10.4 

-- 

0.4 

0.2 

73.3 

0.8 

5.1 

-- 

16.6 

- 

3.2 

0.4 

Other  cooperatives 

24,226 

4.8 

5.4 

29.4 

- 

5.9 

0.5 

8.6 

1.0 

13.8 

0.1 

35.0 

0.3 

Individuals 

Direct 

12,468 

2.5 

2.3 

37.6 

— 

26.8 

0.1 

24.3 

— 

3.8 

-- 

4.3 

0.8 

Certificates  of  indebtedness 

39,440 

7.8 

3.8 

5.6 

— 

1.2 

0.1 

52.7 

-- 

35.5 

— 

1.1 

— 

Debenture  bonds 

46,747 

9.3 

1.2 

12.0 

1.5 

25.9 

6.4 

23.8 

1.4 

9.1 

8.5 

10.2 

-- 

Other  sources 

8,390 

1.7 

36.9 

10.0 

O.i 

6.0 

- 

12.9 

6.6 

15.6 

- 

7.3 

4.6 

Total  borrowed  capital 

outstanding  for  which 

source  of  funds  and 

interest  rates  were 

reported 

504,408 

100.0 

1.3 

5.1 

6.8 

34.8 

12.1 

24.9 

4.1 

6.4 

1.0 

3.3 

0.2 

'Total  borrowed  capital  outstanding  at  close  of  fiscal  year  1962  was  $619  million  (excluding  CCC  tobacco  loans  of  $360  million).  But 
this  tabulation  covers  only  borrowed  capital  for  which  source  and  interest  rates  were  reported  ($504  million).  Of  the  448  associations, 
307  had  borrowed  capital  outstanding  at  the  close  of  the  year. 

2  Less  than  0.05  percent. 


Term  of  Loans 


Regional  farmer  cooperatives,  like  all  other 
types  of  businesses,  not  only  borroweci  capi- 
tal for  various  purposes  and  in  various 
amounts  but  also  for  various  periods  of  time. 
We  asked  the  cooperatives  to  report,  along 
with  amounts,  sources,  and  interest  rates, 
the  original  term  of  each  loan. 

The  associations  specified  both  original 
term  and  source  of  capital  for  $463  million 
of  their  total  borrowed  capital  of  $619 
million  outstanding  at  the  close  of  the  fis- 
cal year.  Of  this  borrowed  capital,  41  per- 
cent was  for  a  period  of  1  year  or  less, 
2  percent  for  2-  or  3-year  periods,  42  per- 
cent for  periods  of  4  to  10  years,  and  18 
percent  was  borrowed  for  periods  in  excess 
of  10  years.  The  balance,  7  percent,  was 
payable  on  demand,  or  the  term  of  the  loan 
was  indefinite. 


Original  term  of  loans  outstanding  at  close 
of  fiscal  year  1962,  by  source  of  borrowed 
capital,  is  shown  in  table  20. 

Commercial  banks  accounted  for  a  rela- 
tively large  percentage  of  short-term 
borrowings.  Debt  securities  sold  to  individual 
investors  were  basically  long-term  securi- 
ties. Practically  all  of  the  certificates  of 
indebtedness  and  debenture  bonds  reported 
by  the  cooperatives  carried  10,  20,  25,  or  30- 
year  due  dates,  but  some  5-year  certificates 
were  reported. 

Almost  82  percent  of  capital  borrowed  by 
the  cooperatives  from  other  farmer  coop- 
eratives was  payable  on  demand  or  had  no 
definite  due  date.  Over  27  percent  of  funds 
borrowed  directly  from  individuals  were  also 
loaned  under  similar  terms. 

Nearly  52  percent  of  the  capital  borrowed 
from  cooperative  banks  was  payable  in  1 
year  or  less.  Over  38  percent  matured  in  4 
to  10  years  from  date  of  loan. 
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Table  20.— Borrowed  capital  of  regional  farmer  cooperatives  by  source:     Original  term  of  loans  outstanding  at 

close  of  fiscal  year  1962  ^ 


Total  borrowed 

Percentage  of  borrowed 

capital  outstanding 

ipital 

capital  outstanding 

with  original  term  of  loan — 

Source  of  borrowed  c< 

Amount 

As 

percentage 

of  total 

1  year 
or  less 

2  or  3 
years 

4  to  10 
years 

Over 
10  years 

On  demand 

or 
indefinite 

1,000 

dol. 

Percent 



Percent 

Banks  for  cooperatives 

276,978 

59,8 

51.5 

1.5 

38.5 

6.9 

1.6 

Commercial  banks 

56,787 

12.3 

76.1 

3.0 

12.8 

0,9 

7,2 

Other  cooperatives 

24,166 

5.2 

2.0 

0.4 

11.8 

4.0 

81,8 

Individuals 

Direct 

11,866 

2.5 

24.6 

11.6 

33.0 

3.6 

27.2 

Certificate  of  indebtedness 

39,384 

8.5 

— 

— 

9,4 

90.2 

0.4 

Debenture  bonds 

46,295 

10.0 

~ 

{') 

40.6 

59,0 

0.4 

Other  sources 

7,709 

1.7 

12.9 

0.4 

75.9 

8.0 

2.8 

Total 

463,185 

100.0 

41.1 

1.6 

32.2 

18.2 

6.9 

Total  borrowed  capital  outstanding  at  close  of  fiscal  year  1962  totaled   S619  million  (excluding  CCC  tobacco 
loans  of  $360  million),  but  original  term  and  source  of  capital  were  reported  for  only    $463  million.  Of  the  448 
cooperatives,  307  had  borrowed  capital  outstanding  at  the  close  of  the  year, 
^Less  than  0.05  percent. 


Net  Savings  and  Losses 


At  the  close  of  fiscal  year  1962,  combined 
net  savings  and  losses  of  the  448  regional 
farmer  cooperatives  amounted  to  $288.4  mil- 
lion. This  is  equivalent  to  about  3  percent 
savings  on  a  volume  of  business  amounting 
to  $9.7  billion  for  the  cooperatives. 

Of  the  448  regionals,  43  showed  net  losses 
on  their  operating  statements  for  the  fiscal 
year  covered  by  this  report,  and  8  reported 
a  net  savings  figure  of  zero.  We  tabulated 
net  losses  of  these  associations  along  with 
net  savings  of  the  others,  however,  to  report 
aggregate  operating  results  for  the  entire 
group  of  cooperatives.  Thus,  the  term 
"net  savings"  used  in  this  section  (through 


page  44 )  reflects  the  operating  losses  in- 
curred by,  or  the  zero  net  savings  of,  51  of 
these  regionals. 


Distribution     of  Net  Savings 


Of  the  $288.4  million  combined  net  savings 
reported  by  the  448  associations,  3.3  percent 
was  used  to  pay  income  taxes.  This  left  sav- 
ings of  approximately  $279  million  for  dis- 
tribution and  allocation  to  members  and 
patrons. 
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Payment  of  dividends  and  interest  on  capi- 
tal stock  and  other  equity  capital  amounted 
to  $21.3  million,  or  7.6  percent  of  the  net 
savings  after  payment  of  income  taxes.  Nearly 
$6.6  million,  or  2.3  percent,  was  retained  by 
the  cooperatives  as  unallocated  reserves.  Of 
the  total  unallocated  reserves,  $3  million  was 
retained  by  the  small  group  of  tobacco- 
marketing  cooperatives.  (See  table  21.) 

The  balance  of  the  combined  net  savings, 
amounting  to  $251  million,  or  90  percent  of 
total  net  savings  after  taxes,  was  distributed 
to  patrons  of  the  cooperatives  as  patronage 
refunds  on  the  current  year's  business. 
Patrons  received  51  percent  of  these  patron- 
age refunds  in  cash  and  the  remaining  49 
percent  in  equity  certificates  or  allocated 
capital  credits. 

Distribution  of  net  savings  for  fiscal  year 
1962  made  by  the  regional  cooperatives  is 
shown  on  the  basis  of  major  function  and 
membership  classification  of  the  associa- 
tions in  table  21.  This  table  shows  distribu- 
tion data  separately  for  the  34  tobacco- 
marketing  cooperatives.  Totals  cover  the  re- 
maining 414  regional  associations.  Figure  5 
shows  distribution  of  net  savings  by  the  414 
associations. 

The  414  associations,  as  a  group,  paid  Fed- 
eral and  State  income  taxes  of  $9.4  million 
for- the  year,  or  3.3  percent  of  their  com- 
bined net  savings  of  $284.5  million.  Most  of 
this  income  tax  was  paid  by  the  105  farm 
supply  regionals.  Income  taxes  accounted  for 
9  percent  of  total  net  savings  of  the  supply 
associations,  compared  with  2.3  percent  for 
the  diversified  group,  1.1  percent  for  the 
marketing  group,  and  less  than  1  percent  for 
the  bargaining  and  service  associations.  Fifty- 
eight  percent  of  the  supply  associations  with 
savings,  and  nearly  48  percent  of  the  diversi- 
fied group  paid  some  Federal  income  taxes, 
compared  with  27  percent  of  the  marketing 
group,  25  percent  of  the  service  group,  and  9 
percent  of  the  bargaining  group. 

Net  savings,  after  taxes,  of  the  414  region- 
als totaled  $275  million.  Nearly  $21  million 
of   this   amount,  or  7.6  percent,  was  paid  to 


members  and  patrons  of  the  cooperatives  as 
dividends  and  interest  on  stock  and  other 
equity  capital.  The  farm  supply  and  diversi- 
fied associations  paid  the  largest  percentage, 
12  and  15  percent,  respectively,  of  their  net 
savings  after  taxes  as  dividends  and  interest 
on  their  equity  capital.  The  percentage  for 
the  marketing  cooperatives  was  5;  for  the 
bargaining,  4;  and  for  the  service  associa- 
tions, less  than  1. 

The  414  cooperatives  retained  as  unallo- 
cated reserves  only  1.3  percent  of  their  com- 
bined net  savings.  The  farm  supply  associa- 
tions retained  on  an  unallocated  basis  4 
percent  of  their  after-tax  net  savings,  com- 
pared with  less  than  one-half  of  1  percent 
for  the  marketing,  diversified,  bargaining, 
and  service  associations. 

The  balance  of  combined  net  savings  of  the 
414  regional  cooperatives,  or  91  percent  of 
their  total  net  savings  after  taxes,  was  dis- 
tributed to  patrons  of  the  cooperatives  as 
patronage  refunds  on  the  current  year's  busi- 
ness. These  414  associations  distributed 
patronage  refunds  for  the  year  totaling  $250.5 
million.  Fifty-one  percent  of  these  refunds 
were  distributed  in  cash  and  the  other  49  per- 
cent were  distributed  as  stock  credits,  equity 
certificates,  or  allocated  book  credits. 

The  217  marketing  associations  distributed 
94.5  percent  of  their  net  savings  after  taxes 
as  patronage  refunds.  They  paid  61  percent  of 
the  refunds  in  cash. 

The  bargaining  and  service  regionals  dis- 
tributed 95.9  and  99.2  percent,  respectively, 
of  their  net  savings  after  taxes  as  patronage 
refunds.  The  bargaining  group  paid  47  per- 
cent of  their  patronage  refunds  in  cash,  and 
the  service  group  paid  19  percent  in  cash. 

The  24  diversified  regionals  distributed  84.6 
percent  of  their  net  savings  after  taxes  as 
patronage  refunds.  They  distributed  only  11 
percent  of  the  current  year's  refunds  in  cash. 

The  105  farm  supply  regionals  refunded  83.8 
percent  of  their  net  savings  after  taxes  to  their 
patrons  on  the  basis  of  patronage  during  the 
year.  Thirty-seven  percent  of  the  refunds  were 
distributed  in  cash. 
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Table  21.— Distribution    of    net    savings  and  losses  of  448  regional  farmer  cooperatives,  by  major  function  and 

membership  classification,  fiscal  year  1962^ 


Associa- 
tions 

Total  net 
savings 

and 

losses, 

before 

taxes 

Percentage 

of  total 

net  savings 

;  and  losses  distributed  as — 

Classification 

of 
associations 

Dividends  and 
interest  on — 

Patronage  refunds 

on  current  year's 

business 

Unallo- 
cated 
reserves 

Income  taxes 

Common 
stock 

Pre- 
ferred 
stock 

Other 
equity 
capital 

Paid  in 
cash 

Allo- 
cated 

Federal 

State 

1,000 

Number 
105 

dol. 
77,971 

_  «  _  ^  Perc^"*" 

Farm  supply 

2,3 

7.9 

0.9 

28.2 

48.0 

3.7 

8.5 

0.5 

Centralized 

22 

10,862 

0.4 

17.4 

2.0 

40.4 

17.2 

3.6 

18.8 

0.2 

Federated 

59 

50,228 

0.1 

6.7 

0.3 

24.3 

56.6 

3.5 

7.8 

0.7 

Mixed-membership 

24 

16,881 

10,0 

5.3 

2.0 

31.6 

42.4 

4.1 

4.1 

0.5 

Marketing  2 

217 

173,645 

1.8 

1.2 

2.0 

57.2 

36.3 

0.4 

1.0 

0.1 

Centralized  2 

113 

85,510 

2.3 

1.2 

2.8 

56.5 

36.2 

0.5 

0.5 

C) 

Federated 

77 

69,777 

1.6 

1.2 

1.0 

65.4 

28.3 

0.7 

1.7 

0.1 

Mixed-membership 

27 

18,358 

0.2 

1.1 

2.5 

29.0 

67.6 

(0.8) 

0.4 

(') 

Diversified 

24 

21,287 

2.6 

4.3 

7.8 

9.0 

73.7 

0.3 

0.9 

1.4 

Centralized 

12 

11,942 

0.8 

0.6 

13.9 

10.2 

73.4 

0.5 

0.6 

C) 

Federated 

6 

4,935 

8.2 

13.9 

— 

5.5 

55.2 

9.6 

1.9 

5.7 

Mixed-membership 

6 

4,410 

1.1 

3.7 

0.1 

9.5 

95.2 

(10.7) 

1.0 

0.1 

Bargaining 

50 

11,383 

('} 

0.9 

3.0 

44.9 

50.9 

0.1 

(«) 

0.2 

Centralized 

43 

11,058 

(3) 

0.9 

3.2 

46,2 

49.5 

0.1 

(') 

0,1 

Federated 

5 

249 

— 

— 

0.2 

— 

97.6 

0.9 

1.3 

{') 

Mixed-membership 

2 

76 

~ 

~ 

~ 

~ 

100.0 

~ 

— 

-- 

Service 

18 

216 

0.8 

__ 

._ 

18.8 

79.7 

._ 

0.7 

C) 

Centralized 

1 

3 

— 

— 

— 

— 

100.0 

— 

— 

Federated 

15 

196 

0.8 

— 

— 

20.8 

77.6 

— 

0.8 

i") 

Mixed-membership 

2 

17 

~ 

~ 

~ 

~ 

100.0 

~ 

~ 

— 

All  regionals  ^ 

414 

284,502 

1.9 

3.3 

2.2 

45.1 

42.9 

1.3 

3.0 

0.3 

Centralized  2 

191 

119,375 

1.8 

2.6 

3.8 

49.4 

39.5 

0.7 

2.1 

0.1 

Federated 

162 

125,385 

1.3 

3.9 

0.7 

46.4 

40.9 

2.1 

4.2 

0.5 

Mixed-membership 

61 

39,742 

4.4 

3.2 

2.0 

27.9 

60.1 

0.2 

2.0 

0.2 

Foregoing  data  exclude 

34  centralized  tobacco 

marketing  cooperatives 

shown  as  follows: 

Marketing  (tobacco) 

34 

3,927 

5.2 

2.6 

0.6 

4.6 

11,7 

74.6 

0.6 

0.1 

^Operating  results  of  each  cooperative  in  each  classification  were  distributed  as  reported.  The  distribution 
figures  for  each  group  classification  were  then  totaled,  losses  being  used  to  offset  savings.  A  negative  balance 
resulted  when  savings  in  a  group  classification  were  not  sufficient  to  offset  losses  of  other  associations  in  the  same 
group. 

^Excluding  34  centralized  tobacco-marketing  cooperatives  reported  separately  at  end  of  table. 

^Less  than  0.05  percent. 
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Figure  5 

414    Regional    Farmer    Cooperatives,    Fiscal    Year    1962^ 

DISTRIBUTION  OF  NET  SAVINGS 


INCOME  TAXES  UNALLOCATED  RESERVES 

DIVIDENDS  AND  INTEREST 


/ 

CASH  REFUNDS 


\   1.3/ 


ALLOCATED 


PATRONAGE  REFUNDS 

"excluding    34    TOBACCO-MARKETING    COOPERATIVES. 

TOTAL   NET  SAVINGS  $285  MILLION 


The  34  regional  cooperatives  marketing 
tobacco  had  net  savings  for  the  year  of  ap- 
proximately $4  million.  Seventy-five  percent 
of  it  was  retained  by  the  cooperatives  as 
unallocated  reserves,  16  percent  was  allo- 
cated to  patrons,  8  percent  was  distributed 
to  members  and  patrons  as  dividends  and 
interest  on  their  equity  capital,  and  the  other 
1  percent  was  used  to  pay  Federal  and  State 
income  taxes. 

An  analysis  of  the  distribution  of  net  sav- 
ings of  the  regional  cooperatives,  based  on 
number  of  associations  using  each  method  of 
distribution  rather  than  on  amounts  dis- 


tributed, is  shown  in  table  22.  After  elim- 
inating the  associations  without  net  savings  for 
the  year,  397  associations  were  left. 

Of  these,  26  were  engaged  primarily  in 
marketing  tobacco  and  are  shown  separately 
in  table  22, 

Of  the  remaining  371  cooperatives,  17  per- 
cent paid  dividends  on  outstanding  common 
stock;  24  percent  paid  dividends  on  preferred 
stock;  and  19  percent  paid  interest  on  other 
types  of  equity  capital.  Thirty-seven  percent 
of  the  associations  distributed  some  of  their 
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Table  22. — Distribution    of    1962  net  savings  of  regional  farmer  cooperatives,    based  on  number  of  associations 

involved,  by  major  function  and  membership  classification 


Percentage  of  associations  with  net  savings 

i  distributin 

g  any  as — 

Patronage 

refunds 

Classification 

Associa- 

Dividends 

and  interest  on — 

on  current  year's 

Income 

taxes 

of 

tions  with 

business 

Unallo- 

associations 

net  savings 

cated 

Common 
stock 

Pre- 
ferred 
stock 

Other 
equity 
capital 

Paid  in 
cash 

Allo- 
cated 

reserves 

Federal 

State 

Number 

Percent 



Farm  supply 

98 

22.4 

35.7 

16.3 

46,9 

79.6 

51,0 

58.2 

25.5 

Centralized 

20 

15.0 

25.0 

25.0 

30,0 

90.0 

35.0 

40,0 

10,0 

Federated 

55 

16.4 

40.0 

10.9 

49,1 

70.9 

56.4 

60,0 

27,3 

Mixed-membership 

23 

43.5 

34.8 

21.7 

56.5 

91.3 

52.2 

69.6 

34,8 

Marketing  ^ 

191 

19.4 

22.5 

21.5 

39,3 

84,8 

22.5 

27,2 

23,0 

Centralized  ^ 

102 

17.6 

20.6 

21,6 

31,4 

81.4 

18.6 

23.5 

20.6 

Federated 

66 

25.8 

25.8 

21.2 

47,0 

93,9 

27,3 

28.8 

24.2 

Mixed-membership 

23 

8.7 

21.7 

21.7 

52,2 

73.9 

26.1 

39.1 

30.4 

Diversified 

21 

19.0 

42,9 

33,3 

47,6 

100.0 

52.4 

47.6 

38.1 

Centralized 

10 

10.0 

30.0 

60.0 

50.0 

100.0 

30.0 

30.0 

20.0 

Federated 

6 

33.3 

66.7 

— 

50,0 

100.0 

100.0 

66,7 

66.7 

Mixed-membership 

5 

20.0 

40.0 

20.0 

40,0 

100.0 

40.0 

60.0 

40.0 

Bargaining 

45 

2.2 

6.7 

15.6 

11,1 

82,2 

15.6 

8.9 

15.6 

Centralized 

38 

2.6 

7.9 

15.8 

13.2 

78.9 

15.8 

5.3 

15.8 

Federated 

5 

— 

— 

20.0 

— 

100.0 

20.0 

40.0 

20.0 

Mixed-membership 

2 

~ 

~ 

~ 

~ 

100.0 

~ 

~ 

~ 

Service 

16 

6.3 





12,5 

87,5 



25.0 

18,8 

Centralized 

1 

— 

— 

— 

— 

100.0 

— 

— 

— 

Federated 

13 

7.7 

— 

— 

15.4 

84.6 

— 

30.8 

23.1 

Mixed-membership 

2 

~ 

— 

~ 

~ 

100.0 

~ 

~ 

~ 

All  regionals^ 

371 

17.5 

24,3 

19.1 

37,2 

84.1 

29.9 

34.2 

23,5 

Centralized  ^ 

171 

13.5 

18.7 

22.8 

28.1 

83.0 

20,5 

21,6 

18.1 

Federated 

145 

20.0 

29.7 

14.5 

43.4 

84,8 

38.6 

42.8 

26.9 

Mixed-membership 

55 

23.6 

27.3 

20.0 

49,1 

85.5 

36.4 

50.9 

30.9 

Foregoing  data  exclude  34 

centralized  tobacco 

marketing  cooperatives 

shown  as  follows: 

Marketing  (tobacco) 

26 

19,2 

38.5 

11.5 

15,4 

84.6 

26.9 

19.2 

11,5 

^Excluding  26  centralized  tobacco-marketing  cooperatives  reported  separately  at  end  of  table. 


42 


patronage  refunds  on  the  current  year's  busi- 
ness to  patrons  in  cash;  and  84  percent  dis- 
tributed some  patronage  refunds  in  the  form 
of  capital  stock,  equity  certificates,  or  allo- 
cated capital  credits  with  patrons  notified. 

Approximately  30  percent  of  the  regionals 
retained  some  portion  of  their  net  savings  in 
the  form  of  unallocated  reserves. 

Federal  income  taxes  were  paid  by  34 
percent  of  the  associations,  and  State  income 
taxes  were  paid  by  23  percent.  Some  of  the 
associations  with  net  savings  were  not  re- 
quired to  pay  income  taxes  because  they 
distributed  all  the  savings  to  members  and 
patrons  as  patronage  refunds  pursuant  to  a 
preexisting  written  obligation.  In  some 
instances,  Federal  income  taxes  were  not 
due  because  of  a  tax  loss  carryforward. 

The  percentage  of  associations  that  dis- 
tributed any  of  their  1962  net  savings  as 
dividends,  interest,  patronage  refunds,  un- 
allocated reserves,  and  income  taxes  is  shown 
in  table  22.  A  comparison  of  the  percentage 
of  each  group  of  associations  involved  in  the 
distribution  of  net  savings  each  way,  and  the 
percentage  of  their  combined  net  savings  dis- 
tributed each  way  (shown  in  table  21  on  page 
40)  indicates  that  large  amounts  distributed 
by  a  few  associations  increased  some  of  the 
percentages  rather  significantly. 

For  example,  nearly  47  percent  of  the  farm 
supply  regionals  distributed  some  cash 
patronage  refunds  on  the  current  year's  busi- 
ness, compared  with  39  percent  of  the  mar- 
keting regionals.  However,  the  marketing 
regionals  distributed  57  percent  of  their  com- 
bined net  savings  in  cash  patronage  refunds, 
compared  with  28  percent  by  the  farm  supply 
associations. 


Distribution  of  Net  Savings  by 
Membership  Classification  of  Cooperatives 


Distribution  of  net  savings  of  the  coop- 
eratives by  membership  classification  is  also 
shown  in  table  22. 


Centralized  Associations. — The  centralized 
cooperatives,  those  with  only  individual  farm- 
ers as  members,  had  combined  net  savings 
and  losses  of  $191  million  (excluding  the 
tobacco-marketing  associations).  As  a  group, 
the  191  centralized  associations  paid  2  per- 
cent of  their  total  net  savings  in  income  taxes 
and  8  percent  in  dividends  and  interest  on 
equity  capital.  They  retained  less  than  1  per- 
cent of  the  total  amount  as  unallocated  re- 
serves, and  distributed  the  balance,  almost 
89  percent,  to  their  patrons  as  patronage  re- 
funds on  the  current  year's  business.  Fifty- 
five  percent  of  the  patronage  refunds  were 
paid  in  cash  and  30  percent  were  allocated  as 
capital  credits. 

Income  taxes  of  the  22  centralized  farm 
supply  associations  amounted  to  19  percent  of 
their  combined  net  savings  of  $11  million. 
Income  taxes  of  this  small  group  of  central- 
ized associations  accounted  for  almost  79 
percent  of  the  total  income  taxes  paid  by  all 
191  centralized  regionals. 

The  centralized  farm  supply  regionals  paid 
nearly  25  percent  of  their  combined  net  sav- 
ings after  taxes  in  dividends  and  interest  on 
their  equity  capital.  They  retained  4  percent 
as  unallocated  reserves.  This  left  $6.3  mil- 
lion for  distribution  as  patronage  refunds  on 
the  current  year's  business.  The  cooperatives 
paid  70  percent  of  these  refunds  to  patrons 
in  cash,  and  allocated  the  other  30  percent. 

The  113  centralized  marketing  regionals 
had  combined  net  savings  of  $85.5  million  in 
1962.  As  shown  in  table  22,  Federal  and  State 
income  taxes  amounted  to  less  than  1  percent 
of  this  amount,  and  dividend  and  interest  pay- 
ments on  equity  capital  accounted  for  approxi- 
mately 6  percent.  Only  about  one-half  of  1 
percent  of  the  total  was  retained  by  the  coop- 
eratives as  unallocated  reserves,  leaving  $79 
million,  or  93  percent  of  net  savings,  for 
distribution  to  individual  patrons  as  patron- 
age refunds  on  the  current  year's  business. 
These  associations  paid  61  percent  of  the 
year's  patronage  refunds  in  cash. 

The  12  centralized  cooperatives  engaged  in 
both  marketing  and  supply  activities  (diversi- 
fied) had  combined  net  savings  of  almost  $12 
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million.  Their  income  taxes  amounted  to  less 
than  1  percent  of  this  amount,  and  they  re- 
tained less  than  one-half  of  1  percent  as 
unallocated  reserves.  But  dividend  and 
interest  payments  on  their  equity  capital  re- 
quired 15  percent  of  their  total  net  savings, 
leaving  approximately  $10  million,  or  84  per- 
cent, for  distribution  as  patronage  refunds 
on  the  current  year's  business.  These  asso- 
ciations paid  12  percent  of  their  current 
patronage  refunds  in  cash. 

The  43  centralized  bargaining  cooperatives 
had  combined  net  savings  in  1962  of  $11  mil- 
lion. Almost  96  percent  of  this  amount  was 
distributed  to  patrons  as  patronage  refunds 
on  the  basis  of  patronage  during  the  year; 
48  percent  of  the  patronage  refunds  were  paid 
in  cash.  The  remaining  4  percent  of  total  net 
savings  were  used  to  pay  dividends  and  interest 
on  outstanding  equity  capital.  Amounts  used  to 
pay  income  taxes  and  amounts  retained  as 
unallocated  reserves  were  almost  nil. 

Federated  Associations. — Combined  net 
savings  of  the  162  federated  regional  coopera- 
tives for  fiscal  year  1962  amounted  to  over 
$125  million.  Federated  cooperatives  are 
those  with  membership  composed  of  other 
associations  (mostly  local  cooperatives).  Net 
savings  of  these  cooperatives  are  distributed 
to  other  cooperatives  rather  than  directly  to 
individual  farmers. 

Income  taxes  accounted  for  almost  5  per- 
cent of  combined  net  savings  of  the  federated 
cooperatives,  and  dividends  and  interest  on 
their  equity  capital  accounted  for  6  percent. 
After  retaining  an  additional  2  percent  as 
unallocated  reserves,  these  cooperatives  had 
87  percent  of  total  net  savings  left  for  dis- 
tribution as  patronage  refunds  to  member 
cooperatives  on  the  current  year's  business. 
Fifty-three  percent  of  these  patronage  re- 
funds were  distributed  in  cash. 

The  77  federated  marketing  regionals  re- 
ported combined  net  savings  of  $70  million. 
Less  than  2  percent  of  this  amount  was  used 
to  pay  income  taxes,  4  percent  was  distributed 
as  dividends  and  interest  on  equity  capital, 
and  less  than  1  percent  was  retained  as  un- 


allocated reserves.  The  remaining  $65  mil- 
lion, or  94  percent,  was  distributed  as  pa- 
tronage refunds  on  the  current  year's  business. 
Seventy  percent  of  the  patronage  refunds  were 
paid  in  cash. 


Distribution  of  Net  Savings  of  Cooperatives 
by  Farm  Credit  Districts 

Total  1962  net  savings  and  losses  of  re- 
gional farmer  cooperatives,  and  distribution 
made  by  the  cooperatives  are  shown  in  table 
23  by  farm  credit  districts.  Data  provided 
show  that  average  net  savings  and  the  distri- 
bution pattern  varied  considerably  by  dis- 
tricts. 

Net  savings  for  all  414  regionals  averaged 
$687,203  per  association.  Averages,  by  dis- 
tricts, ranged  from  $233,706  for  the  34  coop- 
eratives located  in  the  Louisville  district  to 
$1,568,692  for  the  26  cooperatives  in  the 
Springfield  district. 

The  percentage  of  total  net  savings  dis- 
tributed in  cash  (including  cash  patronage 
refunds  on  the  current  year's  business,  divi- 
dends and  interest  on  equity  capital,  and 
income  taxes)  ranged  from  approximately 
75  percent  for  cooperatives  located  in  the 
Columbia,  Springfield,  and  Berkeley  districts 
to  25  percent,  or  less,  for  those  in  the  St. 
Paul,  Omaha,  and  Houston  districts. 


Distribution  of  Net  Losses 
of   43  Associations 


The  43  regional  farmer  cooperatives  that 
reported  net  losses  for  fiscal  year  1962  had 
combined  losses  of  $3.2  million.  After  pay- 
ment of  dividends  and  interest  on  equity  capi- 
tal of  $26,791,  these  associations  decreased 
their  unallocated  reserve  accounts  to  cover 
61  percent  of  their  net  losses.  They  dis- 
tributed the  other  39  percent  to  patrons  on 
the   basis    of   patronage  during  the  year  just 
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Table  23. — Distribution  of  1962  net  savings  and  losses  of  414  regional  farmer  cooperatives,  by  farm  credit  districts 


Associations 

Total  net 
savings 

Percentage  of  total  net  savings  (and  losses)  distributed  as 

— 

Farm 
credit 
district 

Dividend 

s  and  interest  on — 

Patronage  refunds  on 
current  year's  business 

Unallocated 
reserves 

Income  t 

axes 

Common 

Preferred 

Other 

stock 

stock 

capital 

Paid  in  cash     Allocated 

Federal 

State 

Number 
26 

1,000 
dol 

Springfield 

40,786 

0,5 

3.9               2,8 

62.1                24.9 

0.9 

4,9 

i~) 

Baltimore 

18 

6,746 

12.9 

20.0               2.8 

30,7               36.5 

(3.9) 

0,2 

0.8 

Columbia 

23 

30,787 

0.3 

1.9               1.2 

71.7                24.4 

':'■>      ' 

0,4 

0,1 

Louisville 

34 

7,946 

6.2 

16,0               1.1 

9.4                61.1 

1.1 

0.8 

4,3 

New  Orleans 

19 

11,163 

6.5 

1.7               0.6 

42.1                 48.3 

(2.9) 

3.4 

0,3 

St.  Louis 

42 

33,335 

0.6 

6.7               1.6 

31.1                49.1 

2.9 

7.9 

0,1 

St.  Paul 

76 

31,707 

0.8 

2.2               1.5 

10.6                80.1 

2,6 

2.0 

0,2 

Omaha 

44 

12,359 

2.8 

1.4               0.2 

17,7                71.8 

2,8 

3.2 

0,1 

Wichita 

19 

15,216 

5.1 

0.3               0.5 

33.8                46.2 

5.7 

7.9 

U.5 

Houston 

25 

9,215 

0.3 

4,4               0.5 

20.2                75.2 

(0.7) 

0.1 

- 

Berkeley 

55 

74,067 

2.0 

0.4               2.0 

66.3               26.0 

1.7 

1.4 

0,2 

Spokane 

33 

11,175 

{') 

3.8             15.8 

11.6                71.7 

(3.7) 

0.7 

0,1 

U.S.  total 

414 

284,502 

1.9 

3.3                2,2 

45.1                42.9 

1,3 

3.0 

0,3 

"Excluding  34  tobacco- marketing  cooperatives. 
'Less  than  0.05  percent. 


as  they  would  have  distributed  net  savings. 
In  most  instances,  this  was  done  by  reducing 
individual  allocated  reserve  accounts,  but  in 
a  few  instances  the  losses  were  charged  to 
patrons  by  debiting  the  individual  accounts 
receivable  of  each  one. 

Twenty-one  of  the  43  associations  allocated 
all  their  losses  to  individual  patrons,  20  did 
not  allocate  any,  and  the  other  2  allocated 
only  a  portion  of  their  losses. 

The  distribution  of  net  losses  of  the  43 
regional  cooperatives,  on  the  basis  of  major 
function  and  membership  classification,  is 
shown  in  table  24.  Data  are  based  on  net 
losses  after  payment  (by  three  of  the  asso- 
ciations) of  dividends  and  interest  on  equity 
capital.    The   dividend  and  interest  payments 


of  these  associations  resulted  in  an  increase 
in  their  net  loss  figures. 

The  25  marketing  associations  (excluding 
those  marketing  tobacco)  reported  combined 
net  losses  of  $1.6  million.  They  distributed 
64  percent  of  this  loss  to  individual  patrons 
on  the  basis  of  patronage  and  decreased 
unallocated  reserves  to  cover  the  remaining 
36  percent.  Twelve  of  the  25  associations 
distributed  all  their  losses  to  individual  pa- 
trons and  12  decreased  unallocated  reserves 
to  cover  all  their  losses.  The  other  asso- 
ciation used  both  methods. 

The  six  farm  supply  regionals,  with  com- 
bined net  losses  of  less  than  $1  million, 
allocated  only  6  percent  of  the  losses  to  in- 
dividual patrons  and  decreased  unallocated 
reserves  to  cover  the  other  94  percent.  Two 
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Table  24. — Distribution  of  net  losses  of  43  regional  farmer  cooperatives,  by  major  function  and  membership 

classification,  fiscal  year  1962  ^ 


Associations 
with  net  losses 

Total  net 
losses 

Percentage  of  total  net  los 

ses  distributed — 

Classification  of  associations 

To  patrons  based  on 

As  unallocated 

current  year's  business 

reserves 

1,000 
do! 

._  —  _»_»«_»»  —  Ppr'f^^nr 

Farm  supply 
Centralized 
Federated 

6 
2 
4 

891 

57 
834 

6.2 

37.5 

4.0 

93.8 
62.5 
96.0 

Marketing  2 
Centralized^ 
Federated 
Mixed-membership 

25 

11 

10 

4 

1,621 
857 
573 
191 

64,2 
94.8 
39.9 

35.8 

5,2 

60.1 

100.0 

Marketing  (tobacco) 

3 

42 

~ 

100.0 

Diversified 
Centralized 
Mixed-membership 

3 
2 

1 

605 

95 

510 

15.2 
97.3 

84,8 

2.7 

100,0 

Bargaining  -  Centralized 

5 

86 

100.0 

~ 

Service  -  Federated 

1 

5 

100.0 

~    " 

All  regionals2 
Centralized2 
Federated 
Mixed-membership 

40 
20 

15 

5 

3,208 

1,095 

1,412 

701 

39,9 
92.5 
18.9 

60.1 

7,5 

81.1 

100.0 

1  After  payment  of  dividends  and  interest  on  equity  capital  by  3  of  the  associations  (payment  amounted  to  $26,791). 

2  Excluding  the  3  centralized  tobacco-marketing  cooperatives  reported  separately. 


of  the  farm  supply  associations  allocated  all 
of  their  losses  and  three  placed  all  losses 
in  their  unallocated  reserve  accounts.  The 
other  associations  allocated  only  a  portion 
of  the  net  loss. 

Similarly,  the  three  diversified  regionals, 
with  combined  net  losses  of  approximately 
one-half  million  dollars,  allocated  15  percent 
to  patrons  and  decreased  reserves  to  cover 
the  other  85  percent.  One  of  the  associations 
allocated  the  losses  to  patrons  and  the  other 
two  did  not. 

Five  bargaining  cooperatives  and  one  serv- 
ice cooperative,  with  combined  net  losses 
for  the  year  of  around  $90,000,  allocated  all 
of  their  losses  to  patrons.  The  three  tobacco- 
marketing   cooperatives,    on   the   other  hand. 


decreased  their  unallocated  reserve  accounts 
to  cover  all  of  their  losses  ($41,650). 

Of  the  20  centralized  regionals  reporting 
net  losses  for  the  year  (excluding  those 
marketing  tobacco),  13  allocated  all  losses 
to  individual  patrons,  6  did  not  allocate  any 
of  their  losses,  and  the  other  association 
allocated  only  a  portion  of  its  loss.  Over  92 
percent  of  combined  net  losses  of  the  25 
associations  were  allocated  to  individual  pa- 
trons. 

The  15  federated  associations  reported  com- 
bined net  losses  of  $1.4  million.  Only  19 
percent  of  this  amount  was  allocated  to  pa- 
trons of  the  associations.  The  other  81  per- 
cent was  placed  in  the  unallocated  reserve 
accounts  of  the  associations.   Eight  of  the  15 
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associations  allocated  all  their  net  losses, 
6  did  not  allocate  any,  and  the  other  associa- 
tion allocated  a  portion  of  its  loss. 

All  five  of  the  mixed- membership  asso- 
ciations decreased  their  unallocated  reserve 
accounts  to  cover  their  net  losses.  The  losses 
of  these  five  associations  totaled  approxi- 
mately $700,000. 

Distribution  of  Net  Savings 
of  397  Associations 

This  section  of  the  report  is  limited  to  the 
397    associations    with   net   savings    in    1962. 


Combined  net  savings  for  the  group  totaled 
almost  $292  million.  Total  net  savings  were 
greater  for  this  smaller  group  of  associa- 
tions than  combined  savings  and  losses  re- 
ported for  the  448  associations.  This  is 
because  the  net  savings  of  the  397  associa- 
tions are  not  offset  by  losses  of  the  other 
associations. 

However,  the  distribution  pattern  for  these 
associations  did  not  vary  significantly  for 
this  group  of  associations  from  that  reported 
for  the  entire  group  of  regionals.  Table  25 
shows  how  net  savings  were  distributed  by 
the  397  associations  when  they  were  classi- 
fied by  major  function. 


Table  25. — Distribution  of  net  savings  of  397  regional  farmer  cooperatives,  by  major  function,  fiscal  year  1962 


Associations 
with  net 
savings 

Total  net 

savings 

before 

taxes 

Percentage  of  total  net  savings  distributed  as — 

Classification 

of 
associations 

Dividend 

s  and  interest  on — 

Patronage  refunds  on 
current  year's  business 

Unallocated 
reserves 

Income  t 

axes 

Common 
stock 

„     ,          ,      Other 
Preferred 

equity 

stock            ^  .     , 

capital 

Paid  in  cash 

Allocated 

Federal 

State 

1,000 

Number 
98 

dol. 
78,839 

Farm  supply 

2.3 

7.8                0.9                27.9                47.5 

4,7 

8.4 

0.5 

Marketing^ 

191 

175.264 

1.8 

1.2               2.0               56.8               36.4 

0.7 

1.0 

0.1 

Diversified 

21 

21,890 

2.5 

4.2                7.6                  8.7                72.1 

2.6 

1.0 

1.3 

Bargaining 

45 

11,463 

l'') 

0.9               3.0               44.6               51.3 

0.1 

(-') 

0.1 

Service 

16 

221 

0.7 

18.4               80.2 

— 

0.7 

(2) 

All  regionals  ■'■ 

371 

287,677 

1,9 

3.2                2,2                44.7                42.8 

1.9 

3.0 

0,3 

Foregoing  data  exclude 

tobacco-marketing 

cooperatives  shown 

as  follows: 

Marketing  (tobacco) 

26 

3,969 

5.2 

2,6               0,6                 4.5                11.6 

74.9 

0.5 

0.1 

Excluding  tobacco-marketing  cooperatives  reported  separately  at  end  of  table. 
^  Less  than  0.05  percent. 
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APPENDIX 

Questionnaire  Used  for  Collecting   Data 


Budget  Bureau  No.  40-6248 
Approval  expires  December  31,  1962 


UNITED    STATES     DEPARTMENT   OF   AGRICULTURE 

FARMER    COOPERATIVE    SERVICE 

WASHINGTON  2S,  D.C. 


FINANCIAL  STRUCTURE  OF  FARMER  COOPERATIVES 

Please  furnish  all  information  for  your  last  fiscal  year,  ended ,  19_ 

consolidated  statement  if  you  have  subsidiaries. 

Please  use  an  extra  sheet  of  paper  if  more  space  is  needed  to  answer  any  question. 
I.   GENERAL   IKFORMATION   REGARDING  ASSOCIATION 


Base  replies  on 


A.  Dollar  volume  of  business  for  last  fiscal  year: 

(1)  Marketing  business $  _ 

(2)  Farm  supply  business 

(3)  Service  receipts 

U)       TOTAL  DOLLAR  VOLUME S . 


B.  Total  number  of  patrons  selling  or  buying  through  your  association  during  the  last  fiscal  year: 

(1)  Number  of  individual  patrons  served  directly  by  your  association  (including 

members;  excluding  patrons  of  affiliated  associations) 


(2)  Number  of  associations  served  by  your  association 


II.   BALANCE  SHEET  INFORMATION 


From  vour  last  fiscal  year  balance  sheet  please  furnish  the  following  information: 


ASSETS: 
Current.  .  . 
Fixed  (net) 


Investment  in  other 
marketing  and  pur- 
chasing cooperatives  ... 

Other  assets 

Total  assets $ 


LIABILITIES  AND  NET  WORTH: 
Current  liabilities 8 


Term  liabilities 
(over  one  year)  . 


Net  worth  or  equity 
capital 


Total  liabilities  and 
net  worth $ 
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III.   BORROWED  FUNDS 


Please  supply  the  information  requested  below  for  funds  borrowed  by  the  association  on  a  loan  basis  from  individu- 
als, banks,  or  other  sources.  Show,  by  source,  all  loans  owed  during  the  last  fiscal  year,  including  short-term  or 
seasonal  loans  that  have  been  paid  in  full  prior  to  the  fiscal  year  end. 


SOURCES  OF   BORROWED   FUNDS 

SHOW  SEPARATELY   FOR   EACH   LOAN: 

(If  more  than  one  loan  was 
obtained  from  the  same  source, 
supply  information  for  each 
loan  separately.) 

(U 

MAXIMUM  AMOUNT   OWED 
DURING   LAST  FISCAL  YEAR 

(2) 

AMOUNT  OWED, 
END  OF   FISCAL  YEAR 

(3) 

RATE  OF 

INTEREST 

AT   TIME 

OF   LAST 

PAYMENT 

(4) 

ORIGINAL 
TERM 

OF 
LOAN 

(5) 

(1)  Banks  for  Cooperatives 

Dollars 

Dollars 

Percent 

Years 

(2)  Commercial  banks 

(3)  Insurance  companies 

(4)  Other  cooperatives 

(5)  Marketing  &  supply  companies 

(6)  Individuals: 

Direct  loans  from  individuals 

Certificates  of  indebtedness 
(other  than  equity  capital 
reported  in  Question  IV) 

Debenture  bonds 

■ 

(7)  Other  sources;  (specify) 

' 

(8)  TOTAL  BORROWED  FUNDS 

•!-!v/!v!v!!vXv/ 
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IV.  NET  WORTH  OR  EQUITY  CAPITAL 


Please  supplv  the  following  detail  regarding  equity  capital  reported  in  Question  II.  Show  dollar  amounts  of  equity 
capital  outstanding  by  type  of  equity  in  Column  2;  dividend  or  interest  rates,  if  interest  bearing,  in  Column  3;  and 
check  to  indicate  how  each  type  was  acquired  in  Columns  4,  5  and  6. 


TYPES  OF  EQUITY  CAPITAL 

AMOUNT 
(2) 

DIVIDEND 

OR 

INTEREST 

RATE 

(3) 

HOW  ACQUIRED  BY  MEMBERS, 
PATRONS  AND  OTHERS 

(1) 

PURCHASE 
(4) 

AUTHORIZED 

DEDUCTIONS 

(5) 

REFUNDS 

RETAINED 

(6) 

(1)  Common  stock 

Dollars 

Percent 

Chec 

k  applicable  rm 

'.thods 

(2)  Preferred  stock 

(3)  Membership  certificates 
(non-stock) 

(4)  Certificates  of  equity,  or 
certificates  of  interest, 
or  certificates  of  in- 
debtedness, without 
maturit)'  dates 

•--....,..• 

. 

(5)  Certificates  of  equity,  or 
certificates  of  interest, 
or  certificates  of  in- 
debtedness with  maturity 
dates,  but  primarily  mem- 
ber owned,  and  considered 
equity  capital 

(6)  Allocated  patrons  equit\' 
reserves  with   patrons 
notified 

(7)  Unallocated  reserves 

(8)  Undistributed  savings  or 
margins  for  current  year 

:j: 

(9)  Other  equity  capital: 
(specify) 

(10)  TOTAL  EQUITY' 
CAPITAL^ 



•.•.•.■.•.•.•.•.•.•.•.•.•.•.•.•.•.■.•. 

•:•:•:•:•:•:■:•:•:■:■:•:•:•:•:•:•:•:■: 

Authorized  deductions  from  sales  proceeds,  i.e.,  two  cents  per  box,  etc. 

This  total  should  agree  with  the  total  net  worth  or  equity  capital  reported  in  Question  II. 
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V.    DISTRIBUTION  OF  NET  MARGINS   OR   SAVINGS 


A.  From  your  last  fiscal  year  operating  statement,  indicate  your  annual  net  operating 
margins  or  savings  (or  losses): 


B.  From  your  audit  report  or  individual  ledger  accounts,  indicate  below  how  these  net 
margins  (or  losses)  were  distributed  or  allocated: 


(1)  Dividends  on  common  stock.  . 

(2)  Dividends  on  preferred  stock 


(3)  Interest  on  other  equity  capital  (Include  any  interest  on  equity  caoital  even 
though  it  was  included  as  an  expense  in  your  operating  statement) 


(4)  Cash  refunds  to  members  and  patrons  on  current  year's  business 

(5)  Allocated  to  members  and  patrons  as  capital  credits  or  losses  (Include  book 
credits,  retained  refunds,  and  all  equity  reserves,  whether  certificates  were 
issued  or  each  patron  was  only  notified  of  his  proportionate  share) 


(6)  Unallocated  reserves 

(7)  Federal  income  tax  (if  included  in  total) 

(8)  State  income  tax  (if  included  in  total)  .  . 

(9)  Other  (specify): 


TOT  \L  NFT  MARGINS  OR  SWINGS  (LOSSES) , 


C.  Does  this  net  margins  or  savings  figure  include  patronage  refunds  (cash  or  allo- 
cated credits)  received  from  other  marketing  and  farm  supply  cooperatives  as  a 
result  of  their  most  recent  year's  business? 

Yes   I      I  ;  No    [^;      If  "yes,"  give  dollar  amount: 


VI.    INCOME  TAX   INFORMATION 


\.  Does  your  association  hold  a  letter  of  Federal  income  tax  exemption? \  es    j      I  No    L^ 

B.  Has  your  association  paid  (or  allocated  for  payment)  Federal  or  State  income  taxes  for  the  fiscal  year  for  . 
which  you  are  reporting?    Please  check  "yes'    or  "no'    and,  if  "yes,      show  amount. 

(1)  Federal  income  tax: Yes    QJ  ;        S No    1 ] 

(2)  State  income  tax: Yes    [H  ;        S No    □ 


PLEASE  FURNISH   WITH   THIS  QUESTIONNAIRE  A    COPY   OF  YOUR   BALANCE  SHEET  AND   OPERATING 
STATEMENT  FOR    THE  FISCAL   YEAR   FOR    WHICH   YOU  ARE  REPORTING. 


Date: 


(NAME  AND  POSITION  OF  PERSON  COMPLETING   THIS  FORM) 
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Definition  of  Terms 


Many  terms  have  different  meanings  to  dif- 
ferent people.  This  applies  to  both  terms 
pertaining  to  capital  and  financing  and  terms 
used  to  classify  cooperatives.  In  order  to 
reach  a  common  ground  with  readers  the 
following  definitions  are  presented  strictly 
for  purposes  of  this  study. 


Terms  Used  to  Classify  Cooperatives 


services  to  members,  including  such  functions 
as  storage,  drying,  trucking,  or  educational 
and  promotional  services. 

A  centralized  farmer  cooperative  is  one 
that  serves  individual  farmers  directly.  Cen- 
tralized regionals  are  those  cooperatives  that 
serve  farmers  throughout  a  region  or  area 
covering  at  least  5  to  10  counties.  Most  of 
the  centralized  regionals  included  in  this 
report  served  farmers  in  a  much  larger  area, 
including  some  that  served  an  entire  State  or 
parts  of  several  States. 


A  farmer  cooperative  is  a  business  enter- 
prise that  is  financed,  controlled,  and  operated 
by  the  agricultural  producers  that  it  serves; 
does  more  thanhalf  its  business  with  members; 
and  provides  for  one  vote  per  member  or 
for  a  limit  on  its  dividends  on  capital  stock 
of  8  percent  a  year  or  the  legal  rate  in  the 
State,  whichever  is  higher. 

Farm  supply  cooperatives  are  those  farmer 
cooperatives  whose  farm  production  supply 
business  constitutes  75  percent  or  more  of 
their  total  annual  dollar  volume.  Many  farm 
supply  cooperatives  also  market  farm  prod- 
ucts and  perform  related  services  for  their 
members. 


A  federated  farmer  cooperative  is  one 
that  directly  serves  other  farmer  coopera- 
tives— primarily  local  member  associations. 
All  farmer  cooperatives  with  no  individual 
farmer  members  were  classified  as  federated 
regionals  regardless  of  the  size  of  the  region 
or  area  served.  Most  of  the  federated  region- 
als included  in  this  study,  however,  served 
an   area    covering   at  least  several  counties. 


A  mixed-membership  regional  farmer  co- 
operative is  a  combination  centralized  and 
federated  regional  association,  or  one  that 
has  both  cooperative  associations  and  indi- 
vidual farmers  as  members. 


Mark:eting  cooperatives  are  those  farmer 
cooperatives  with  75  percent  or  more  of 
their  total  dollar  volume  derived  from  the 
sale  of  farm  products  for  patrons.  Many 
also  purchase  farm  supplies  and  perform 
related  services  for  their  members. 

Diversified  cooperatives  are  those  farmer 
cooperatives  engaged  in  both  marketing  and 
supply  activities,  with  each  substantial  enough 
that  the  other  does  not  account  for  75  percent 
of  total  dollar  volume. 


Terms  Pertaining  to  Capital 


Assets  are  items  of  value  owned  by  coop- 
erative businesses.  For  this  report,  these 
items  were  grouped  into  current  assets,  fixed 
assets,  and  "other"  assets.  The  grouping 
depends  primarily  on  the  length  of  time 
before  assets  are  likely  to  be  turned  into 
cash  or  charged  as  expenses. 


Bargaining  cooperatives  are  those  farmer 
cooperatives  engaged  primarily  in  bargaining 
for  price  of  farm  products.  Many  also  ac- 
tually market  some  farm  products  for  their 
members. 

Service  cooperatives  are  those  farmer  co- 
operatives   engaged    primarily    in   providing 


Current  assets  are  the  working  assets  of 
a  business.  They  consist  of  cash  and  other 
assets  which  can  be  expected  to  turn  into 
cash  in  the  course  of  a  normal  business 
cycle,  generally  one  year.  Current  items 
include  cash,  notes  and  accounts  receivable, 
inventories,  and  short-term  and  marketable 
securities'. 
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Fixed  assets  are  the  tangible  capital  assets 
of  a  business.  Included  are  assets  such  as 
land,  buildings,  equipment,  and  machinery, 
which  are  not  easily  convertible  into  cash  and 
are  intended  for  long-term  use  in  operating 
the  business. 

Fixed  assets  are  shown  at  net  book  value, 
that  is,  at  cost  less  allowance  for  deprecia- 
tion or  obsolescence.  The  values  reported  for 
fixed  assets  reflect  various  rates  and  methods 
of  computing  depreciation  used  by  coopera- 
tives. Any  attempt  to  revalue  these  assets  on 
a  comparable  basis  was  beyond  the  scope  of 
this  report. 

Other  assets  is  a  broad  classification  used 
to  absorb  all  assets  of  the  cooperatives 
except  those  classified  as  current  or  fixed. 
Included  are  all  deferred  charges  (prepaid 
expenses),  investments  in  other  businesses 
(including  investments  in  other  cooperatives), 
long-term  receivables,  and  intangible  assets. 

Liabilities  are  amounts  owed  by  a  business 
to  its  creditors.  Current  liabilities  represent 
short-term  obligations  normally  due  within 
a  year  of  the  balance  sheet  date.  Accounts 
payable,  taxes,  dividends,  and  other  accruals, 
as  well  as  short-term  loans  and  any  portion 
of  long-term  debt  due  within  the  year,  were 
classified  as  current  liabilities. 

Term  liabilities  represent  long-term  obli- 
gations of  a  business.  All  debt  capital  which 
becomes  due  beyond  a  year  from  the  date  of 
the  balance  sheet  is  included. 


and  preferred  stock,  cooperatives  attempt 
to  attract  the  maximum  amount  of  investment 
capital. 

The  articles  of  incorporation  of  coopera- 
tives usually  spell  out  the  various  classes  of 
capital  stock  to  be  issued  and  the  rights  of 
each  class  of  stockholders.  These  vary  from 
one  cooperative  to  another  not  only  according 
to  State  cooperative  laws  governing  the  issu- 
ance of  capital  stock  but  also  according  to  the 
needs  and  purposes  of  each  individual  asso- 
ciation. There  is  no  definite  pattern  in  classi- 
fying stock  as  common  or  preferred.  For 
example.  Class  C  Common  Stock  issued  by 
one  cooperative  may  be  essentially  the  same 
as  Class  A  Preferred  Stock  issued  by  another 
association. 

"Fractional  shares"  of  stock  were  reported 
on  the  balance  sheets  of  many  of  the  coopera- 
tives. Fractional  shares  were  added  to  shares 
outstanding  for  purposes  of  this  report,  even 
though  stock  certificates  are  generally  not 
issued  until  stockholders  have  paid  for  them 
in  full. 

2.  Membership  certificates  are  generally 
issued  by  nonstock  or  unincorporated  coopera- 
tives to  voting  members  as  an  indication  that 
the  required  membership  fee  has  been  paid. 
Nonvoting  membership  certificates  were  re- 
ported by  a  few  cooperatives  in  some  States; 
but  for  purposes  of  this  report,  nonvoting 
certificates  were  included  with  "certificates 
of  equity  without  maturity  date"  rather  than 
as  "membership  certificates." 


Net  worth,  or  equity  capital,  is  the  excess 
of  the  value  of  assets  over  liabilities.  It 
represents  the  investment  or  ownership  in- 
terest of  all  members  and  patrons  in  their 
cooperative.  For  purposes  of  this  report,  net 
worth  has  been  grouped  into  the  following 
categories: 

1.  Common  stock  and  preferred  stock  refer 
to  securities  issued  as  shares  of  ownership. 
Stock  is  usually  divided  into  more  than  one 
class,  primarily  to  control  voting  rights  and 
to  vary  income  and  risks  of  stockholders. 
By   issuing   several  classes  of  both  common 


3.  Certificates  of  equity  with  maturity  dates 
were  listed  on  the  balance  sheets  of  the  coop- 
eratives under  numerous  names.  Included 
were  such  classifications  as  certificates  of 
indebtedness,  certificates  of  interest,  certifi- 
cates of  ownership,  revolving  fund  certifi- 
cates, participation  certificates,  and  deben- 
ture bonds.  When  these  certificates  carried 
a  fixed  date  of  maturity,  they  generally  had 
a  fixed  rate  of  interest,  but  this  was  not  true 
in  every  case.  Maturity-dated  certificates 
were  issued  to  represent  retention  of  patron- 
age refunds,  capital  retains,  or  outright  pur- 
chase by  members,  patrons,  and  others. 
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These  certificates  were  classified  as  equity 
capital  rather  than  debt  capital,  if  the  cer- 
tificates were  issued  either  to  members  and 
patrons  as  evidence  of  accumulated  patronage 
dividends  and  capital  retains,  or  if  they  were 
noninterest  bearing  and  were  sold  primarily 
to  members  and  patrons  of  the  cooperatives. 
On  the  other  hand,  certificates  of  equity  with 
maturity  dates  were  classified  as  debt  capital 
if  they  bore  interest  and  were  sold  outright 
rather  than  issued  as  evidence  of  retained 
patronage  refunds  or  capital  retains. 

4.  Certificates  of  equity  without  maturity 
dates  are  certificates  issued  primarily  to 
members  and  patrons  through  the  process  of 
making  capital  retains  or  allocating  patronage 
refunds.  These  certificates  represent  deferred 
patronage  refunds  payable  in  cash  at  some 
future  date.  Generally,  they  are  handled  on  a 
revolving  fund  basis,  that  is,  the  oldest  out- 
standing certificates  are  retired  first.  Some 
cooperatives  pay  dividends  on  these  equity 
certificates;  but,  in  general,  they  do  not  bear 
interest. 

5.  Allocated  capital  credits  are  the  same  as 
certificates  of  equity  without  maturity  dates, 
with  a  few  exceptions.  Certificates  are  not 
issued,  and  the  credits  are  acquired  by  patrons 
entirely  through  capital  retains  or  allocation  of 
patronage  refunds.  Each  patron  is  notified, 
usually  by  letter,  at  the  close  of  each  fiscal 
year  of  the  amount  allocated  to  him  on  the 
books  of  the  cooperative  as  a  result  of  his 
business  transactions  with  the  cooperative 
during  the  year.  These  credits  are  handled 
by  some  cooperatives  on  a  revolving  basis 
in  the  same  manner  as  if  equity  certificates 
were  issued.  In  other  cooperatives,  they  rep- 
resent a  more  permanent  type  allocated  re- 
serve. All  allocated  reserves  were  classified 
as  allocated  capital  credits. 

6.  Unallocated  reserves  are  amounts  set 
aside  from  net  margins  to  be  kept  in  the 
business.  All  equity  reserves  not  subject  to 
allocation  to.  patrons  were  placed  in  this 
classification.  Included  were  such  balance 
sheet  accounts  as  general  reserves,  capital 
reserves,  contingency  reserves,  expansion 
reserves,  educational  reserves,  reserves  for 


losses,  earned  surplus,  tax-paid  surplus,  and 
retained  earnings. 

When  "current  net  margins"  were  reported 
on  the  balance  sheets  of  the  cooperatives  as 
undistributed  equity  capital,  the  balance  sheet 
figures  were  adjusted  to  portray  amounts 
after  distribution. 

"Reserve  for  depreciation,"  a  valuation 
reserve,  is  generally  not  listed  by  coopera- 
tives under  equity  capital,  but  is  shown  as  a 
contra-entry  to,  and  in  the  same  section  of 
the  balance  sheet  as,  the  related  fixed  assets. 
However,  a  few  cooperatives,  primarily  those 
having  storage  facilities,  carried  accelerated 
depreciation  reserves  on  their  balance  sheets 
as  equity  capital.  In  these  instances,  the 
amounts  shown  as  accelerated  depreciation 
reserves  were  included  with  unallocated  re- 
serves. 

7.  Miscellaneous  equity  capital,  as  used  in 
this  report,  includes  the  following  types  of 
unallocated  equity  capital:  All  paid-in,  con- 
tributed, and  donated  capital;  capital  surplus 
resulting  from  unclaimed  checks,  "called" 
stock,  and  other  certificates  for  which  State 
statutes  of  limitations  have  expired;  appraisal 
surplus;  capital  reduction  surplus;  equity 
capital  resulting  from  consolidation;  and  mi- 
nority interest  of  a  few  cooperatives  in  con- 
solidated subsidiaries. 

Capital  retains  refer  to  investments  made 
by  patrons  of  farmer  cooperatives  based  on 
the  physical  or  dollar  volume  of  products 
marketed  through  the  cooperatives.  The  capi- 
tal or  per  unit  retain  method  of  acquiring 
equity  capital  is  used  primarily  by  marketing 
cooperatives.  For  example,  an  association 
may  retain  for  capital  purposes  6  cents  per 
hundredweight  of  milk  or  1  cent  per  carton 
of  eggs.  Only  those  retains  used  by  coopera- 
tives for  clearly  defined  capital  purposes, 
rather  than  those  deductions  used  to  cover 
operating  expenses,  were  classified  as  capi- 
tal retains. 

Refunds  retained  is  a  term  applied  to 
patronage  refunds  on  which  ultimate  redemp- 
tion in  cash  is  deferred.  Net  savings  retained 
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in  the  business  as  noncash  patronage  refunds 
is  a  major  source  of  equity  capital  of  farmer 
cooperatives. 

Borrowed  capital,  or  borrowed  funds,  re- 
fers to  capital  borrowed  on  a  formal  loan 
basis.  Accounts  payable  and  deferred  and 
accrued  items  (including  commission  com- 
pany accounts  and  past-due  billings  and  de- 
ferred paper)  were  excluded. 

Direct  loans  from  individuals  refers  to 
borrowings  on  the  basis  of  individual  notes, 
including  such  items  as  lease  purchase  con- 
tracts and  mortgage  notes  with  individuals, 
as  well  as  unsecured  notes  payable. 

Certificates  of  indebtedness  and  debenture 
bonds  issued  to  members,  patrons,  and  other 
lenders  were  classified  as  borrowed  funds 
if  they  bore  interest,  carried  a  definite  date 
of   maturity,    and   were    sold   outright  rather 


than  issued  as  evidence  of  retained  patronage 
refunds  or  capital  retains,  (See  definition  of 
certificates  of  equity  with  maturity  date  on 
page  53.) 

In  general,  these  debt  securities  were  of  an 
unsecured  nature — not  protected  by  any  lien 
on  the  property  of  the  cooperatives  issuing 
them. 

Debenture  bonds  and  certificates  of  indebt- 
edness are  essentially  the  same  type  of 
unsecured  debt  capital.  Debentures  are  a 
relatively  new  type  of  bond.  They  are 
generally  issued  under  a  trust  deed. 

Other  sources  of  borrowed  funds  include 
insurance  companies,  marketing  and  supply 
companies.  State  and  National  farm  organi- 
zations, commercial  credit  corporations, 
credit  unions,  and  employee  pension  or  trust 
funds. 
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Other  Publications  Available 


Financial  Structure  of  Regional  Farm  Supply  Cooperatives,  General  Report  124.    Nelda  Griffin, 

Farmer  Cooperatives  in  the  United  States,  FCS  Bulletin  1, 

Managing  Farmer  Cooperatives,  Educational  Circular  17.   Kelsey  B.  Gardner. 

Improving  Management  of  Farmer  Cooperatives,  General  Report  120.   Milton  L„  Manuel. 

Regional    Cooperatives   Handling   Under  $10  Million  of  Supplies,   1960-61,  General  Report  115. 
J,  Warren  Mather  and  Anne  L.  Gessner. 

How  Adjustable  Revolving  Fund  Capital  Plan  Works,  General  Report  HI.  Nelda  Griffin, 

Trends   in  Growth  of  Farmer  Cooperatives,  1950-60,  General  Report  110,    Kelsey  B,  Gardner 
and  Anne  L.  Gessner. 

How   the  Revenue  Act  of  1962  Affects  Farmer  Cooperatives,  General  Report  105.    Raymond  J, 
Mischler  and  David  Volkin. 

Revolving  Fund  Method  of  Financing  Farmer  Cooperatives,  General  Report  41.   Helim  H.  Hulbert, 
Nelda  Griffin,  and  Kelsey  B.  Gardner, 

Methods    of    Financing    Farmer    Cooperatives,    General    Report   32.     Helim  H.  Hulbert,  Nelda 
Griffin,  and  Kelsey  B,  Gardner. 

A   copy  of  each  of  these  publications  may  be  obtained  upon  request  while  a  supply  is  available 
from — 

Farmer  Cooperative  Service 

U.S.  Department  of  Agriculture 

Washington,  D.C.    20250 
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